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Nazi gold pool 
may hold loot 
from victims 
of Holocaust 

Up to 60 tonnes of gold in the 
Tripartite Gold pool - set up by 
the a llies to re t urn gold looted 
from Europe’s central banks dur- 
ing second world war - may have 
come from victims of the Nazis 
Elan Steinberg of the World Jew- 
ish Congress said recently declas- 
sified US files showed, much of 
victims' gold had been mixed In 
with gold Grom the reserves of 
the looted central banks. Page 12 

Russia to raise rates again 

Russia will soon raise Interest 
rates again to defend the rouble 
and calm the treasury bill mar- 
ket, central bank chairman Ser- 
gei Dubinin said. Page 12 

SUvfo Berlusconi convicted 

Silvio Berlusconi, leader of Italy's 
centre-right opposition and for- 
mer PM, has been convicted in 
Milan of having hel pe d to com- 
pile false accounts. He was fined 
LIQm ($5,780). Page 2 

EU asylum claim 

Asylum seekers are being driven 
out of Europe because of a push 
by EU member states to co-ordi- 
nate their asylum policies, 
claim ed h uman rights group 
Amnesty International. Page 3 

Knighthood for Pate 

Brazilian soccer legend Pele has 
been awarded an honorary 
knighthood by Queen Elizabeth n 
at London's Buckingham Palace. 
Picture, Page 9 

Compromlss hi Kyoto 

The first compromise at the cli- 
mate change faika in Kyoto 
seems likely to be on the issue of 
which gases should be covered by 
an agreement Page 4 

Spain and UK dash 

Spain and the UK are putting dif- 
ferent interpretations on the out- 
come of a Nato defence ministers' 
meeting which cleared the way 
for a streamlined alliance com* . 
maud including Spain. Page 2 

Lsbanon oconoralc plan 

Lebanon's premier Rafrq Hariri 
has presented the cabinet with 
an economic plan aimed at cut- 
ting waste and raising $2bn via a 
partial debt restructuring. Page 4 

India s«t tor • fa ction 

India's president KJL Narayanan 
is expected to dissolve parlia- 
ment and order fresh general 
elections. Page 6 

Israel state ww w rfcsrs strike 

Israel’s public sector workers 
halted the economy in a strike 
against pension reform and pri- 
vatisation. Page 4 

CUoom on growth 

Europe's businessmen are disillu- 
sioned about medium-term eco- 
nomic prospects for Germany 
and France, said a survey by UPS 
Europe Business Monitor. Page 2 

Ireland to Mt Emu forgot 

Irish finance minister Charlie 
McCreevy told the Dublin parlia- 
ment the country will meet the 
debt requirements for member- 
ship of the European single cur- 
rency by 2000. Page 3 

Yoltsln announoM army cuts 

President Yeltsin announced that 
conventional forces In north-west 
Russia would be sharply cut next 
year. Page 2 . 

Estonia report sttecfcsd 

The official report into the 1994 
Estonia ferry disaster, in which 
852 died when it sank in the Bal- 
tic, was condemned as incom- 
plete and inaccurate by the ship’s 
German builders Meyer Werft. 


Spectre of 
recession as 
Japanese GDP 
drops 1.4% 

Japan is in effect in recession, 
according to data that showed its 
gross domestic product contract- 
ing L4 per cent in the six months 
to September compared with the 
previous half year. 

Page 14; Tokyo pumps liquidity 
into bank system. Page 6; 
Y a maichi clients pull oat SQSbn, 
Page 15; Samuel Brittan, Page 12 

World Tirade Org an i sa tion chief 
Rena to Ruggiero warned that a 
global pact to liberalise financial 
services could fail if countries did 
not present offers soon. With 
eight days to go to the December 
12 deadline Malaysia, Ind onesia 
and Brazil have yet to table 
I offers. 

MyOran, the Dutch 
entertainment group, has agreed 
terms to acquire for $225m The 
Graduate, Blue Velvet, When 
Harry Met Sally and other fea- 
ture films that once belonged to 
troubled French bank Credit 
Lyonnais. Page 15; Cr&ttt Lyon- 
nais rescue delay, Page 3 

Minority sharohofdws 1 efforts 
to force Swedish investment com- 


Move deals fresh blow to farmers' hopes of ending EU curbs 


UK plans to 
ban beef on 
bone after 
BSE link 


looked stranger after a dissenting 
shareholder withdrew objections 
to the application. Page 20 


Shares in NBM-Amsteiland, the 
Dutch construction group, fell 
nearly 8 per emit after chairman 
Andre Baar, 54, was held on 
suspicion of money laundering. 
Page 20 

BTO, the UK intellectual 
pr o pert y company, outlined an 
injection that makes varicose 
veins , disappear and a scanner 
that can detect drugs in luggage 
among potential new products. 
Page 22; Technology, Page 10 

Wastdautacha I andaahnnlr, 

Germany's biggest public sector 
bank, is making a last minute 
attempt to take over Finance 
One, Thailand's largest 
suspended finance company, 
which faces possible liquidation 
next Monday. Page 15 . . 

HJ. Halm shares surged $1%, or 
3 per cent, to a record nigh of 
$54VS in early trading as Wall 
Street digested the implications 
of Tony O'Reilly's decision to 
step down as chief executive. 
Page 16; Observer, Page 18; 

Lex, Page 14 

OamvMwa Gomez, a former top 
executive at Banqoe Indosuez 
and Elf Aquitaine, is set to be 


the state owned French banking 
group Sodfitt Marseillaise de 
Credit Page 21 

Speculation Intensified that 
KLM, the Dutch airline, was on 
the verge of announcing a strate- 
gic all lance with Alitalia, Italy’s 
national carrier. Page 20; 

Lex, Page 14 

Gucci, the Italian fashion group, 
unveiled a foil in net third 
quarter profits to $43. tin from 
$46m because of adverse 
exchange rates and a slowdown 
in the Asian market Page 21 


By George Parker, Maggie Uny 
and Michael Smith in London 

UK hopes of securing an end to 
the European Union beef export 
ban were dealt a serious blow 
yesterday when the government 
revealed that BSE, or mad cow 
disease, might be transmitted 
through beef bones. 

Jack Cunningham, agriculture 
minister, responded by announc- 
ing plans to ban the sale of beef 
on the bone, including cuts such 
as T-bone steaks, ribs and oxtails. 

Although those products 
account for only 5 per cent of the 
UK beef market, the govern- 
ment’s new scientific advice will 
spark renewed concern across 
the Continent 

Mr Cunningham conceded that 
in the light of the new advice, he 
could not give any guarantee 
that consumers had not eaten 
BSE-infected beef over the past 
18 months. 

Yesterday's announcement will 
cause further alarm In Britain’s 
beef industry, where fanners are 
already suffering from depressed 
prices and falling incomes. 

Some Welsh farmers have 
recently blockaded ferry ports to 
halt trucks carrying cheap Irish 
beef imports. 

European Commission officials 
reacted with weary dismay at the 
latest beef scare to emerge from 
the UK, the result of new 
research by the Spongiform 
Encephalopathy Advisory Com- 
mittee (Seac). 

Mr Cunningham said that the 
risks to human health posed by 
lnfectlvlty in cattle bones was 
“very, very, small'*. Same Tory 
VIPs responded by suggesting he 
should have allowed the sale of 
beef on the bone to continue, and 
should have allowed consumers 
to use their discretion. 

Professor John Pattison, chair- 
man of Seac, estimated that only 
about three animals out of a total 
of 2.2m cattle which “will go into 
the human food chain in 1998" 
could pose a threat to human 


Gtartura on *1110(1 cow* rufan^Page B 
Farmers fees fresh setback— .Page 9 
Editorial Comment , Page 13 


health. But Mr Cunningham 
defended his action. 

“I could not contemplate hav- 
ing this advice and knowingly 
allowing infected BSE material 
into the food chain,” he said. 

The minister also promised an 
announcement soon on a possible 
public Inquiry into the UK gov- 
ernment's handling of the BSE 
crisis, which would inevitably 
focus largely on the actions of 
the previous Tory administra- 
tion. 

Mr Cunningham HdwiHtqd that 
the new scientific advice could 
make it more difficult far the UK 
to obtain a lifting of the beef ban, 
but insisted: “I am committed to 
being open and honest about this 
problem - In Europe and in 
Britain." 

The UK beef Industry has been 
in a state of crisis since the EU 
imposed its ban on exports in 
March 1996, when Seac first 
suggested a link between BSE 
and Creutzfeldt Jakob dioAwco, its 
human equivalent 

Farmers yesterday expressed 
dismay at the “drip feed" of evi- 
dence emerging from the scien- 
tists, and Its impact on consumer 
confidence and initiatives to per- 
suade the EU to end the ban. 

Yesterday's announcement will 
be followed by a brief consulta- 
tion period before orders are laid 
in Parliament to implement the 
beef-on-the-bone ban, which 
could be in effect before Christ- 
mas. 

Downing Street argued that the 
proposed ban would help to 
ensure consumer confidence. 

“We have taken decisive action 
which will help, not hinder, the 
lifting of the European ban," the 
prime minister's nfficia] spokes- 
man said. 

But Germany was already 
antagonistic to UK plans for an 


Toyota assembly plant 
set to be built in France 


German builders Meyer Werft. 
Page 3 

The lost strew 

Californian company BioFab has 
designedan environmentally 
friendly bio-degradable coffin 
made from rice straw heated and 
pressed into boards. 


Markets 


Potand** new government has 
sacked the top management at 
Telekomunikacja Polska, the 
state-owned telecommunications 
operator, ahead of its partial 
flotation next year. Page 21 

Trtz aoHa hw, the C anadian 
property company, has acquired 
i effective ownership of the Sears 
Tower in Chicago by taking over 
a second mortgage on the build- 
ing at a discount price of 
US$70m. Page 15 

Tire French government hinted 
that it was likely to restructure 
export credit insurer Coface or 
change its ownership if the 
insurer AGF passed into foreign 
hands. P 


By David Owen in Parte and 
Mtchiyo N gkamoto In Tokyo 

Toyota, Japan's biggest 
carmaker, is set to announce 
plans to build a FFrS.Sbn 
(8590m) car assembly plant in 
France. dashing UK hopes that ft 
would extend Its car manufactur- 
ing facility at Buraaston in the 
Midlands. 

Dominique Strauss-Kahn, the 
French finance minister, came 
close to confirming the move 
after a cabinet meeting yester- 
day, saying he believed the Japa- 
nese group had “indeed taken a 
decision to come to France". 

He continued: “Some aspects 
on the choice of the site are still 
under discussion, so I do not 


want to make a definitive state- 
ment. But Toyota's coming to 
France is virtually certain.” 

Lionel Jospin, the French 
prime minister, and Hiroshi 
Oknda, the Toyota chairman, are 
expected to make a formal 
announcement next Tuesday In 
Paris. Toyota yesterday would 
not confirm it had officially noti- 
fied the French government of 
its decision, bnt said prepara- 
tions for an announcement were 
well under way. 

The plant is expected Initially 
to create 1,000 direct Jobs and to 
have an annual capacity of 
100,000 vehicles with a start-up 
in 2001. It is likely to be located 

Continued on Page 14 
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• Germany's Sodafats regroup 

Editorial, Page 13 

• Bare metal prices set to tea 
Commodities, Page 26 

• Pakistan array keeps km profle 
Asia News, tags 6 

Barefwbky toughs K out 
Wald Trade News, page 8 
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• Francs’! Mo*rasearti> triumph 
Technology, Page 10 

• Personality key to heart tfisea 
Technology, Fags 10 
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• M-WeleedM global kingdom 
European Company News, Page 21 

• Aftafia - not ouch tor KLM 
Lex, Page 14 




Saudi prince with an eye for a 
financial Inve st m en t bargain, Page 21 

• Forex rogutation - a bad thing 
Lax, Page 14 


EMERGING MARKETS 

• Chfle suffers from cmtagloB 
World Stock Markets, Page 36 

• Sobal wanning - the US vhw 
International News, Page 4 

• HifpiGgMi at a g lan ce 
Global Equity Markets, Page 35 



Butchers including Guy Dambrauskas, from York in northern 
England, face a new blow as the UK said it could not guarantee 
consumers had not recently eaten BSE-infected beef pwmvra 


early lifting of the beef export 
ban, arguing that the UK must 
first demonstrate that it can halt 
illegal exports of beef. 

It says It has detected imports 
from the UK amounting to 600 
tonnes since the ban was Intro- 
duced, compared to an. average of 
50 tonnes a year prior to the ban. 

The news comes at a bad time 
for the farming Industry. Earlier 
this week, the government said 
farm incomes would fall by 37 per 
cent in real terms this year. 


Farmers pleas for additional 
compensation from the govern- 
ment have so far not been met. 

Sir David Naish, president of 
the National Farmers' Union, 
said the news could be “the last 
straw" for the industry, which 
was already “flat ou Its 
back". 

He said he was concerned that 
the handling of the proposed ban 
could cause another crisis of con- 
sumer confidence, undermining 
beef prices further. 


f Survey, separate section 


Seoul gets 
$55bn with 
orders to 
reshape 
economy 

By John Burton in Seoul 


The international Monetary Fund 
yesterday mounted Its biggest 
rescue with a J55bn funding 
package for South Korea to solve 
the debt crisis engulfing the 
world's 11th largest economy and 
ease Asia's financial turmoil. 

The rescue plan was finally 
agreed when the Korean govern- 
ment gave up a dogged struggle 
to preserve the main elements of 
its dirtgiste economic structure. 

Michel Camdessus, IMF manag- 
ing director, Intervened directly 
to bring a quick end to the nego- 
tiations after Seoul prematurely 
announced an agreement on Sun- 
day. Both Mr Camdessus and T-im 
Chang-yuel, the Korean finance 
minister, announced yesterday's 
deal. 

Mr Camdessus indicated the 
conditions attached to the pack- 
age could lead to a profound 
transformation of Korea's .regi- 
mented economy. 

Mr Llm said the country faced 
painful restructuring. “But these 
pains and burdens are the cost 
our economy has inevitably to 
pay to revive and to recover our 
lowered credibility In the world 
financial society," he said. 

Mr Camdessus said the IMF 
programme Included “far-reach- 
ing financial reform". 

Robert Rubin, the US Treasury 
secretary, said the programme 
included “significant financial 
restructuring and measures to 
open up Korea's financial mar- 
kets to foreign participation and 
improve corporate governance". 

The finance ministry said it 
was likely Seoul would be forced 
to curb economic growth, 
restructure ith- Indebted financial 
system, open capital markets 
wider to overseas investors, 
reduce trade barriers, and allow 
Increased foreign participation in 
the banking and corporate sec- 
tors. 

Mr Camdessus said the IMF 
would provide SZlbn in three- 
year standby credits, with the 
World Bank contributing an addi- 
tional SlObn and the Aslan Devel- 
opment Bank $4bn. 

Other countries would 

Continued on Page 14 
Korea Inc may turn, Page 6 
Samuel Brittan, Page 12 
Editorial Comment, Page 13 
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Berlusconi given fail sentence Y * Itsto 

® J offers 


By James BGtz In Rome 


Silvio Berlusconi, leader of 
Italy's centre-right opposi- 
tion, was yesterday con- 
victed by a Milan tribunal of 
having helped to compile 
false accounts during the 
acquisition by his Fininvest 
group of a f il m business. 

He was formally sentenced 
to 16 months in prison, but 
the sentence was immedi- 
ately quashed by the court 
and Mr Berlusconi, prime 
minister for seven months 
in 1994. was ordered to 


pay a fine of UOm <$5,780). 

However, the conviction is 
his first since a range of cor- 
ruption and embezzlement 
accusations began to emerge 
some years ago. 

Mr Berlusconi's conviction 
relates to the purchase by 
Fininvest of the Medusa film 
business in 1988. The prose- 
cution alleged that Mr Ber- 
lusconi and four business 
associates paid less for 
Medusa than the L28bn 
($i 6 . 2 m) recorded on F In- 
in vest’s balance sheet 

However, the judge said 


Mr Berlusconi, who has 
already paid L17tm in dam- 
ages in the case, would not 
go to jaiL The judge's expla- 
nation for this will be pub- 
lished in 45 days. 

Mr Berlusconi has repeat- 
edly denied the charges. But 
the conviction will com- 
pound pressure from within 
the rightwing coalition for 
him to stand down as 
leader. 

Yesterday's sentence is the 
latest blow for Mr Berlus- 
conL He is facing other cor- 
ruption charges, and 


recently was forced to con- 
cede that he would not 
become prime minister if the 
centre-right “Freedom Alli- 
ance" won power soon. 

His position has not been 
helped by the disastrous per- 
formance of his alliance in 
two recent elections. The 
alliance won about 2$ elec- 
tions far mayor in towns of 
more than 15,000 people, 
while the ruling centre-left 
coalition won 42. 

The leadership of Alleanza 
Narionale (AN), the neo-fas- 
cist group allied to Mr Ber- 


lusconi's Forza Italia, has 
pledged to hold a summit 
this Saturday to reconsider 
its strategy. 

There are suggestions 
within AN that Gianfranco 
Fini. the party’s leader, 
might consider a break with 
Mr BeriusconL 

Meanwhile. open war 
appears to have broken out 
in Sicily between Forza 
Italia, the party Mr Berlus- 
coni founded, and the small 
former Christian Democrat 
parties in the opposition alli- 
ance. 


big cut 
in forces 


By Alexander NlcoS 
fai Brussels and Tim Burt 
In Stockholm 


Rivals battle for the SPD’s soul 


While the party loves old-style social democrat Oskar Lafontaine and the public prefers 
moderniser Gerhard Schroder, SPD electoral prospects are uncertain, writes Ralph Atkins 


G erhard Schroder, the 
opposition Social 
Democrat who is 
contemplating a bid for the 
German chancellorship next 
year, hardly expected to be 
showered In glory at this 
week’s party conference in 
Hanover. 

But be perhaps underesti- 
mated the challenge that 
will face him today when he 
rises to speak on the last day 
of the SPD’s conference. 

As Mr SchrOder predicted. 
It has been “Oskar’s confer- 
ence". Oskar Lafontaine, 
SPD chairman and Mr Schrd- 
der’s rival to be its candidate 
for the chancellorship, 
enthralled the party with a 
storming speech on Tuesday 
that defended an unreformed 
social state and scorned 
shareholder values. 

He also snookered Mr 
Schr&der with an emphasis 
on conserving Germany's 
social institutions that con- 
trasted with the Lower Sax- 
ony premier’s modernising 
instincts. 

Mr Lafontaine 's reward 
was a five-minute standing 
ovation - triumphant by 
German standards - and re- 
election as party chairman 
with 93.2 per cent of valid 
votes. 

Mr Schrflder was re-elected 
to the SPD’s executive com- 
mittee yesterday with almost 
75 per cent of delegates’ 
votes. 

Mr Lafontaine 's success 
has been based, first, on a 
tight grip on party struc- 
tures. Discipline has 
improved markedly since an 
SPD conference in Mann- 
heim two years ago, when 
Mr Lafontaine seized the 
leadership from Rudolf 
Scharping, who had failed to 
halt one of the party's most 
disruptive bouts of post-war 
disunity. 

This week Mr Lafontaine 
has also demonstrated his 
control of policy. His speech 
excited delegates with an 
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Whose hand on the steering wheel? Oskar Lafontaine, left, and Gerhard SchrOder vie far 
the right to challenge Chancellor Helmut Kohl next year ***** 


attempt at evoking the social 
and international motite of 
the late Willy Brandt, an 
SPD legend who was chan- 
cellor between 1969 and 1974. 

Mr Lafontaine, his oppo- 
nents were quick to argue, 
could still have been living 
in the 1970s, urging business 
to put workers’ interests 
above share value and advo- 
cating Keynesian demand 
management to create jobs. 

He proposed that the Euro- 
pean Union should harmon- 
ise taxes and co-ordinate eco- 
nomic policies to stop a 
"downward race" to cut 
business costs. The Group of 
Seven industrialised coun- 
tries should act against 
financial market speculation 


and stabilise exchange rates. 

"At the least, target corri- 
dors must be agreed to limit 
speculation and allow a 
return to rational economic 
decision-making." he said. 

The contrasts between Mr 
Lafbntalne's ideas and those 
of Mr SchrOder seem obvi- 
ous. Although staunch in his 
defence of social values - and 
jobs. Mr SchrOder wants the 
SPD to be mare probusiness 
and responsive to global 
competition. 

He also sees change to 
generous social security ben- 
efits, particularly the over- 
burdened pay-as-you-go pen- 
sion system, as inevitable. 
But his tone In today's 
debate on innovation - a 


subject hardly mentioned by 
Mr Lafontaine - will be mea- 
sured. 

He can play a longer game. 
Mr Schroder's hopes rest 
more crucially on the result 
of elections in Lower Saxony 
next March - shortly before 
the party picks its chancel- 
lor candidate. . 

If the SPD vote falls more, 
than two percentage points 
below the 44 per cent won in 
1994, Mr SchrOder says he 
wiU withdraw from the 
chancellor race. 

If he does well, he could 
argue with force that only 
under his leadership can the 
SPD win next September's 
federal elections, although it 
would probably still need 


support from the Green 
party in government. 

Opinion polls suggest Mr 
SchrOder has a much better 
chance of beating Helmut 
Kohl, the chancellor. 

The danger is that his 
party may not yet folly com- 
prehend what is required to 
maximise its chances of vic- 
tory. By UK Labour party 
standards, the SPD’s use of 
modern campaign tech- 
niques and the media is 
primitive. 

While discipline and unit y 
are important, it is unclear if 
Mr Lafontaine has rallied his 
party around a election-win- 
ning agenda. His case 
depends on voters - not just 
SPD delegates - accepting 
that bis policies would do 
more to solve Germany's 
economic and social prob- 
lems than Mr Kohl's 
attempts at gradual reform. 

Far Mr SchrOder to signal 
a significant change in direc- 
tion will be difficult. Mr 
Lafontaine likes to empha- 
sise teamwork, but his digs 
at Mr SchrOder - whom he 
did not mention once in his 
speech - have seemed palpa- 
ble. 

For Instance, he made 
much of proposals for higher 
taxes on energy consump- 
tion and financial penalties 
for companies falling to pro- 
vide apprenticeships - both 
areas where Mr SchrOder 
has signalled unease. 

If Mr SchrOder is chosen 
as chancellor candidate, it is 
unclear how fast the p ar l y 
would switch allegiance. 

Yesterday Mr Scharping 
concluded that the Mann- 
heim conference had sig- 
nalled the aid of the SPD’s 
15 years in opposition. 

Hanover would mark “the 
beginning of many years of 
Social Democratic rule". But 
if Hanover has illustrated 
anything, it is that there is a 
long way to go before Sep- 
tember. 

See Editorial Comment 


Businessmen gloomy about growth 


By Wolfgang MQnchau, 
Economics Correspondent 


Western European countries 1 


in the next t hre w yaans 


Europe's leading busin- 
essmen are disillusioned 
about the medium-term eco- 
nomic prospects of Germany 
and France, according to an 
annual survey by UPS 
Europe Business Monitor. 

Germany was knocked off 
the top spot as the country 
forecast to show the stron- 
gest economic growth over 
the next three years. Only 
32 per cent of respondents 
thought that Germany 
would enjoy the highest 
western European growth 
rates, compared with 54 per 
cent last year. 

Germany now trails the 
UK (48 per cent) and Spain 
(35 per cent). France fell 
from fourth to sixth place 
behind Italy and the Nether- 
lands. Another poor per- 
former was Belgium, which 
scored lower than Greece. 
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The survey was commis- 
sioned by UPS, the postal 
services company, and was 
carried out by Harris, the 
opinion research group. It 
was based on 1,475 inter- 
views with European busi- 
ness leaders in seven coun- 
tries during September and 
October. 


The survey's results con- 
trast sharply with tradi- 
tional economic forecasts, 
including, a recent projec- 
tion by the European Com- 
mission, according to which 
UK economic growth will be 
the lowest of all EU conn- 
tries next year. Growth in 
Germany and France, by 


contrast, are forecast to pick 
up strongly after a long 
period of sluggishness. 

While a survey of this 
nature has shortcomings as 
an economic forecasting 
tool, its results are consid- 
ered a useful gauge of cur- 
rent business sentiment 

European business leaders 


now seem significantly more 
optimistic about the future 
than they were last year. A 
net 51 per cent of business 
leaders reported an improve- 
ment in their businesses 
over the previous 12 
mouths, compared with only 
25 per cent last year. 

A large majority support 
economic and monetary 
union, and are optimistic 
about Its implications for 
the European economy and. 
their own companies. 

Business executives have 
also become less pessimistic 
about the labour market 
The pace of job losses Is 
forecast to slow down in the 
next 12 months, but with 
significant national varia- 
tions. Germany and France 
are expected to suffer con- 
tinued falling employment, 
while in the UK and the 
Netherlands the number of 
jobs is expected to increase 
Anther. 
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Spain and Britain are 
putting different interpreta- 
tions on the outcome of a 
Nato defence ministers' 
meeting on Tuesday which 
cleared the way for a stream- 
lined alliance command 
incorporating Spain for the 
first time. 

Abel Matutes, Spanish for- 
eign minister, greeted a Brit- 
ish decision to drop its 
threat to veto a Nato head- 
quarters in Spain while Mad- 
rid maintained naval and air 
restrictions on Gibraltar as a 
diplomatic success for Mad- 
rid. However, UK.- officials 
said yesterday that London 
would block appointments to 
the Spanish headquarters, 
reducing it to a “paper com- 


mand", unless Madrid 
improved access to the dis- 
puted British colony. They 
said Spanish “triumphalism” 
was “unhelpful'*. 

Senior British, and Spanish 
diplomats are to hold talks 
in Madrid tomorrow in an. 
attempt to agree a formula 
that will satisfy honour on 
both sides before December 
18, when Nato's foreign min- 
isters meet to approve the 
new command arrange- 
ments. Under the stream- 
lined structure, a small Nato 
command based an Gibraltar 
will he scrapped. The com- 
promise is likely to entail 
limited Spanish involvement 
in the control of Gibraltar's 
airport and a partial lifting 
of the restrictions. 

Britain turned down an 


earBer Spanish offer to allow 
fall access to Gibraltar in 
return for Joint military ose 
of the Rock’s airport after 
protests from Gibraltar’s 
- 30,000-strong community, 
which rejects Spanish claims 
to the colony. 

While London seeks to use 
Spain’s Nato role as a lever 
to end the restrictions, Mad- 
rid Is using them In order tip 
further its own aims fa. the 
dispute over Gibraltar. 

Tomorrow’s talks will pre- 
pare the ground for a Decem- 
ber 10 meeting in London at 
which Mr Matutes intends to 
broach Spain's sovereignty 
claims over Gibraltar with 
Robin Cook, UK foreign sec- 
retary. 

Spanish officials said Mr 
Matutes would take “ere* 



Matutes: ‘creative’ ideas on 
Gibraltar dispute 


ative and generous" propos- 
als with him to London. 

He is likely to offer a pow- 
er-sharing arrangement, 
modelled on Andorra's con- 
stitution in which Spain and 
France nominally share sov- 
ereignty, that' will allow 
Gibraltarians to retain their 
British nationality and their 
self-governing institutions. 


9 Jf\ ij* \ 



NEWS DIGEST 


Overhaul for 
anti trust fines 


President Boris Yeltsin 
yesterday announced that 
conventional forces in 
north-west Russia would be 
sharply cut next year. It was 
his second dramatic attempt 
in two days to reduce con- 
cerns among Russia's Euro- 
pean neighbours about 
future military threats from 
Moscow. 

Mr Yeltsin’s comments, in 
a speech to the Swedish par- 
liament in Stockholm, were 
a deliberate statement of pol- 
icy, in contrast to his off-the- 
cuff promise on Tuesday of a 
further one-third cut in 
nuclear warheads, which 
was interpreted in the west 
as offering nothing new. 

Although the precise 
import of yesterday’s under- 
taking was unclear, it was 
cautiously welcomed in 
Brussels, where defence min- 
isters of the Nato alliance 
were meeting their Russian 
counterpart, Marshal Igor 
Sergeyev, within the struc- 
ture of the Nato/Russia Per- 
manent Joint Council. 

Marshal Sergeyev con- 
firmed that by January 1999, 
forces would be reduced by 
40 per cent in the regions 
which Moscow considered 
most secure, namely the Kal- 
iningrad enclave and the St 
Petersburg region, as well as 
in the northern and Baltic 
fleets. According to the Lon- 
don-based International 
Institute for Strategic 
Studies, these regions host 
82,000 soldiers, two naval 
infantry brigades, 79 subma- 
rines and 68 combat ships. 

In Stockholm, Yevgeny 
Primakov, foreign minister, 
also emphasised that the 
cuts would form part of the 
steady reduction in Russia’s 
overall armed forces. 

W illiam Cohen, the US 
defence secretary, declined 
to comment on the Russian 
statements but called on the 
Duma, Russia's parliament, 
to ratify the Start 2 treaty so 
that the next stage of arms 
reduction. Start 3, could be 
negotiated. 

Officials believed that Mr 
Yeltsin’s comment on 
nuclear warheads, was in 
line with previous sugges- 
tions about the starting 
point for Start 3 talks, and 
Marshal Sergeyev said the 
one third cut should be con- 
sidered as a possible lower 
celling for Start 3. 

Nato officials said they 
needed more details about 
the undertaking on conven- 
tional forces but that it 
could reduce tensions In the 
Baltic region. They wel- 
comed any statement which 
suggested that the Russian 
military was being reformed 
to improve tr aining and 
co-operation with the west, 
and to reduce fasularism. 

Mr Yeltsin proposed “a 
regime of confidence" along 
its western borders, with 
hotlines between the 
region’s militaries, mutual 
inspections of military facili- 
ties, joint control over Baltic 
airspace and joint exercises. 

His remarks reflected Rus- 
sia’s concern - fa spite of Its 
own closer relationship with 
Nato - about the desire of 
Baltic states to join Nato hi 
the footsteps of Poland, Hun- 
gary and the Czech Republic 
which are due to join next 
year. Most other non-Nato 
European countries are also 
rapidly developing military- 
to-mflitary links with Nato 
through the Partnership for 
Peaoe programme. 

Marshal Sergeyev reiter- 
ated Russia's opposition to 
Nato enlargement and com- 
plained about recent mili- 
tary exercises carried out 
dose to Russian territory. 


A new method for determining the size of fines to be 
imposed on companies that break European Union anti- 
trust rules was presented by the European Commission 
yesterday. 

The new system will define a base sum related to the 
length and gravity of an abuse, but with no reference to 
the turnover of the company in question. This will then 
be adjusted up or down, according to aggravating or miti- 
gating circumstances. 

Under EU treaty rules, the Commission can impose 
finp* on companies that Infringe articles covering restric- ■' 
five agreements, abuse of a dominant position and anti- 
competitive arrangements. 

The new method Is designed to bring greater coherence 
to the setting of fines, which in the past has appeared 
somewhat arbitrary. According to their gravity, infringe- 
ments will fall into three categories: minor, with a maxi- 
mum fine of Eculm (Sl.im) serious, with a maximum fine 
of Ecu20m; and very serious, with fines of over EcuaOm. 

Emma Tucker, Brussels 
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ITALIAN TELECOMS/TV 


New regulator appointed * , . .1 1’ (I ( 

Italy’s government has announced the appointment of a - All} \ 4 * * * 


Italy’s government has announced the appointment of a 
joint regulator for the telecommunications and television 
industries. 

In a sign that the Party of the Democratic Left (PDS) is 
re gaining ground within the ruling coalition over appoint- 
ments to crucial jobs, Enzo Cheli, a former board-member 
of Rai, the state television service, has emerged as the 
government's nominee for the newly created position. 

Mr Cheli was chosen after a meeting on Tuesday night 
between Romano Prodi, prime minister, and Massimo d’A- 
jema. PDS leader, over appointments to be made to Italy's 
main regulatory bodies in the next few days. 

Mr Cheli Is being portrayed In the Italian media as the 
pDS’s “candidate" for the post. His appointment follows 
expressions of disappointment by Mr d’AJema’s allies at 
the weekend over the resignation of Guido Rossi, the Tele- 
com Italia chairman, after he had attempted to Introduce 
new corporate governance rules to the company. 

Assuming that Mr Cheli accepts the post, he will have 
one of the most sensitive positions In the public sector, 
not least because of the impact of telecoms liberalisation 
next January. James Blitz, Rome 


SERBIAN POLITICS 


Socialists hold speaker’s post 


The Serbian Socialist party (SPS) of Slobodan Milosevic, 
the Yugoslav president, yesterday secured the important 
position of speaker of parliament. 

Dragan Tomic, speaker in the previous parliament and 
a close ally of Mr Milosevic, was appointed again when 
parliame nt met for the first time since the SPS-led coali- 
tion lost its majority In elections on September 2L 

Mr Tomic will also remain acting president of Serbia. 

He said the SPS would attempt to form a government 
after the re-run of Serbia’s presidential elections on Sun- 
day. 

The ultra-nationalist Radical party, now the second 
largest party after the SPS, said it wanted the position of 
prime minister if it joined a coalition. Vojislav Seselj, the 
leader of the Radicals, who has been described by a senior 
US envoy as a “fascist”, won the Serbian presidential elec- 
tions in October but the result was invalidated by a low 
turnout - an. outcome that could be repeated this month. 

Serbia has been without a president since July, when 
Mr Milosevic, barred by the constitution from seeking a 
third term, switched to the federal Yugoslav presidency. 

Quy Dinmore, Belgrade 


FRENCH CAPITAL CONTRIBUTIONS 


Companies to get FFr90bn 


France looks set to put about FFr90bn ($l5.3bn) in capital 
contributions into public sector companies in 1997 and 
1998, with FFr5&5hn coming this year - more than double 
the figure included in the initial finance law. 

The finance ministry indicated yesterday that this bud- 
get would permit it to make contributions to public enter- 
pri ses on the follow ing basis: 

• EPFR and EFRD, entities set up to help rescue Credit 
Lyonnais and Comptoir des Entrepreneurs respectively. 
FFr24bn 

• Roseau Ferre de France, the company that owns 
France’s rail network, FFriBbn 

• GAN. the insurer, FFrl45bn 

• Thomson Multimedia, consumer electronics. FFrilba 

• Giat. armaments, FFrflbn 

• Charbonnages de France, coal, FFr55bn 

• Other enterprises would receive FFrt5bn, while risk 
capital would account for FFrlbn and commissions for 
FFriL5bn_ 

The scale of the planned capital contributions is likely 
to keep pressure on the Socialist-led government to sanc- 
tion more sales of state assets, since it is the receipts from 
such disposals that are expected to pay for th«»m. 

David Owen, Paris 


GERMAN NEO-NAZIS 


Six soldiers face action 


The German defence ministry said yesterday It barf 
opened disciplinary proceedings against six soldiers who 
decorated a room in their barracks with pictures of Adolf 
Hitler and pre-war army flags for a drinking party. 

The ministry said the incident had taken place In the 
southern town of Altenstadt in 1933 but had come to the 
attention of offic e rs only this week, when they received 
photogra phs showing the soldiers with Nazi symbols. 

A ministry spokesman confirmed an. account fa the 
newspaper BUd, which said the soldiers had also shouted 
extreme rightwing slogans during the party. 

_ The incident was the latest in a string of- highly publi- 
cised cases l inki ng German soldiers with rightwing 
e xt re m ism. In October the ministry said SO incidents of 
suspected extreme rightwing activity had been reported 
in the first eight months of 1997, compared with 46 for the 
whole of 1996. Reuters, Bonn 


GERMAN ECONOMY 


Industrial production rises 


German industrial production recovered in October, 
increasing by a seasonally adjusted 1.8 per cent from Sep- 
tember. September production was revised upwards to 
show a fall of 0.4 per cent from August, compared with a 
drop of L6 per cent reported a month ago. 

Tbs recovery, after two months of declines, was seen by 
analysts as a sign that activity had returned to its 
medium term growth trend after weakness reflecting late 
summer holidays. 

The economics ministry said yesterday the lata holidays 
helped' cause a 2 per cent fall fa overall industrial output 
in September and. October compared with July and 
August But production fa the latest two months was 2.6 
per cent higher than in September and October fast year, 
with, manufacturing output op 4,7 per cent compared with 
the year before. 

The Munich-based Ifo economic research institute fore- 
cast that German manufacturing output will grow by4 . 
per ceht next year and that investment in plant and. 
equipment will expand by 65 per cent fa 1998. 

Peter Norman^ Barm 
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Uno Laur: made no comment about internal splits nryi delays which dogged the inqnity 

Shipyard condemns 
Estonia report 


By Tim Burt in Stockholm 
and Matej vipotnik in Tallinn 

The official report into the 
Estonia ferry disaster of 1994 
was condemned yesterday as 
Incomplete and inaccurate 
by the German manufactur- 
ers of the ship, which sank 
with the loss of 852 lives. 

Lawyers acting for Meyer 
Werft, the yard which built 
the Estonia, said the report 
was flawed in asserting that 
design faults anrt poor manu- 
facturing of the ship's bow 
door locking Ttmi-hamsms 
were mainly to blame for the 
accident. The Estonia sank 
in September 1994, between 
Tallinn and Stockholm, after 
its bow door was ripped off 
in heavy seas. 

Yesterday's report, due to 
have been published more 
than two years ago, con- 
cluded that the ship sho uld 
have been fitted with stron- 
ger water-tight locks, and a 
better designed outer ’visor. 

However, shipping experts 
commissioned by Meyer 
Werft to conduct a separate 
inquiry said the Estonia was 


poorly .maintained and 
unseaworthy at the time of 
the accident “The Intellec- 
tual value of this report is 
less than the paper It is 
printed on," said Peter Hol- 
tappels. senior partner of 
Hamburg law firm Ablers & 
Vogel and chairman of the 
Meyer Werft paneL 

While the three-nation 
C ommissio n of Inquiry con- 
tradicted most of Meyer 
Werft ’s contentions, it 
acknowledged that the crew 
might have contributed to 
the loss of life by not reduc- 
ing the ship’s speed or not 
evacuating passengers 
speedily enough. 

The commission - drawn 
from Sweden. Finland and 
Estonia - also concluded the 
ship's alarm systems had 
failed to alert the crew that 
the bow door had sheared 
off. But it emphasised that it 
was not apportioning blame 
or liability for the sinking, 
one of the world's worst 
maritime accidents. 

Among 15 recommenda- 
tions aimed at avoiding simi- 
lar tragedies, the report 


called for stricter criteria in 
the “design, manufacturing, 
assembly and approval of 
components critical for. the 
safety of passenger vessels". 

They also urged ferry oper- 
ators to review the .design 
safety of elderly vessels and 
evacuation procedures. 

Uno Laur, chairman of the 
commission, said shipowners 
should bear the cost of 
updating vessels which Hid 
not conform to safety stan- 
dards. He made no comment 
about internal splits and 
delays which have dogged 
the inquiry. Several mem- 
bers of'the original inquiry 
team resigned during the 
drafting of the report. 

Meanwhile, Swedish inves- 
tigators began studying the 
finding * for any evidence of 
criminal liability. Thomas 
Undstrand. state prosecutor, 
said he would decide next 
month whether to begin pro- 
ceedings. Pressure groups 
representing families of the 
Estonia victims are pressing 
for compensation, and have 
initiated legal proceedings 
against Meyer Werft . 


Ireland on course to join euro 


By John Murray Brown 
si Dublsi 

Ireland is to meet the debt 
requirements for member- 
ship of the European single 
currency by 2000, Charlie 
McCreevy, finance minister, 
told parliament yesterday. 

Unveiling a projected bud- 
get surplus for 1997-98 and 
the following two years, Mr 
McCreevy said Ireland’s debt 
to gross domestic product 
ratio would fall from 67 per 
cent in 1997 to 57 per cent by 
2000, against the 80 per cent 
limit set by the European 
Union's Maastricht treaty. 


Mr McCreevy, an accoun- 
tant by background, said his 
aim was to control public 
spending and correct tax 
Inequities, striking a balance 
between “proper rectitude 
and punitive rigour". 

With the European Com- 
mission set to decide who 
qualified for the euro on the 
basis Of 1997-98 budget fig- 
ures, Ireland was well set to 
make the grade. 

The budget would be in 
surplus next year, at 0<3 of 
GDP in 1997-98, 0.6 per cent 
In 1998-99 and 1.3 per cent in 
1999-2000. 

The government expects to 


borrow I£S9m (8132m) to 
meet its spending shortfall, 
eliminating exchequer bor- 
rowing by 2000. 

Current spending will rise 
by 3.7 per cent in 1997-98. 
including a I£517m tax and 
allowance package, which 
will take 15,000 people out of 
the tax net Capital spending 
is kept below 5 per cent 

Announcing a 2p fall in 
income tax, Mr McCreevy 
pledged the standard rate 
would he brought down to 20 
per cent “In the next few 
budgets". 

Standard corporation tax 

was cut from 36 per cent to 


32 per cent, in line with 
plans to adopt a universal 
rate of 1Z5 per emit by 2006. 
Ireland's special 10 per cent 
corporate tax rate for manu- 
facturing companies has 
been a bone of contention, 
with other EU member- 
states complaining that it 
distorts investment Hows 
and diverts exchequer 
receipts. 

By tightening up on tax 
shelters enjoyed by the rich, 
and tax allowance schemes, 
Mr McCreevy projected 
savings of up to l£20m in one 
year. 

Capital gains tax was 


halved to 20 per cent. Duty 
on cigarettes and petrol was 
increased, while drink 
remained unchanged. 

One of the biggest reac- 
tions was prompted by his 
pledge to supply l£2Qm over 
the next three years for the 
Gaelic Athletic Association, 
the governing body of 
Ireland's national sport. 

Michael Noonan, the oppo- 
sition Fine Gael finance 
spokesman, accused Mr 
McCreevy of “creative 
accounting". He said it was 
an expansionary budget, 
which would increase con- 
sumer demand. 


EU asylum seeker policies slammed 


By Emma Tucker ki Bn wwh 

Asylum seekers are being 
driven out of Europe as a 
result of a push by European 
Union member states to co- 
ordinate their policies on 
asylum. Amnesty Interna- 
tional efatmpri yesterday. 

The human rights group 
said countries were using 
the harmonisation process 
as a covert way to reduce 
flows of refugees to their ter- 
ritories, thus reneging on 
their responsibilities under 
international law. 

“The right to seek and 
enjoy asylum has been con- 
tinuously eroded by EU 
member states over the past 
few years, neglecting the 
European tradition of soli- 


darity and hospitality to 
those in need, and violating 
international obligations." 
said the organisation. 

Amnesty has seat a letter 
to EU interior and justice 
ministers meeting in Brus- 
sels today, urging them to 
reverse the thrust of asylum 
policies. It is particularly 
opposed to the policy of 
sending asylum seekers back 
to “safe" third countries 
through which they have 
passed, without properly 
considering their claims. 

Amnesty and other refu- 
gee organisations have 
stepped up their campaign 
after important changes to 
the way EU member states 
co-ordinate asylum and 
immigration policy. 


Until now, asylum policy 
had been a matter for loose 
Intergovernmental co-opera- 
tion. making it easy for 
countries that disagreed 
with policies to go their own 
way. But under the new 
Amsterdam Treaty, deci- 
sions on asylum and refugee 
policy are legally binding on 
all member states. 

During a period of five 
years after the revised treaty 
comes into force, member 
states will only be able to 
take decisions after unani- 
mous votes. However, after 
five years, they can vote 
unanimously to make deci- 
sions, subject to majority 
voting. 

Despite its concerns about 
the harmonisation process. 


Amnesty believes the 
removal or asylum policies 
from the direct authority of 
interior ministries 
“obsessed" with the daily 
numbers count of asylum 
applications provides a good 
opportunity for the EU to 
rethink its approach. 

In its letter, it urges mem- 
ber states to stop the prac- 
tice of “dumping” refugees 
in the EU*s immediate neigh- 
bouring states - classified 
by most EU members as 
“safe" countries and there- 
fore eligible to consider asy- 
lum applications. 

Many of these countries 
aspiring to EU membership, 
are adopting a similar 
approach, with the effect 
that asylum seekers are 


being pushed further and 
further back, to countries 
that although classified as 
“safe" do not provide mini- 
mum guarantees, and do not 
have the necessary infra- 
structure to deal with asy- 
lum seekers adequately. 

Amnesty has proposed a 
series of specific steps to the 
EU member states, aimed at 
improving their asylum poli- 
cies. It wants all measures 
taken to respect interna- 
tional standards for refugee 
protection: ensuring ade- 
quate means of subsistence 
for asylum seekers while 
they wait for a decision on 
their claim: and new and 
more generous minimum 
guarantees for asylum seek- 
ers. 


Credit Lyonnais rescue plan delayed 


By Andrew Jack In Parte and 
Emma Tucker In Brussels 

Continued disagreements 
with the French government 
over a new rescue plan for 
Crtdit Lyonnais, the French 
state-owned bank, have 
forced the European Com- 
mission to delay a decision 
on approving the plan until 
at least the start of next 
year. 

EU officials confirmed yes- 
terday that Karel Van Mlert, 
the competition commis- 
sioner, who has to decide 
whether to accept the 


French government’s 
demands to give the bank 
extra state aid, will not 
present his case to the full 
Commission until January 
at the earliest A decision 
was due in mid-December. 

The discussions centre on 
whether to separate the aid 
provided to Credit Lyonnais 
from that given to CDR, the 
state-controlled vehicle set 
up to sell off more than 
FFr200bn (834bn) in gross 
assets removed from the 
hank 's balance sheet for sale 
under a plan agreed in 1995. 

The Commission argues 


the two organisations most 
be considered as part of the 
same rescue plan, and that 
Credit Lyonnais should 
incur significant additional 
penalties in response to ris- 
ing estimates of the total 
cost of the rescue. 

However, Dominique 
Strauss-Kahn, the finance, 
economics and industry 
minister, has argued in 
meetings with Mr Van Miert 
that the two entities should 
be considered separately, 
and Credit Lyonnais should 
not. be penalised for the 
losses regtetered'by CDR. 


Executives at CDR have 
been angered by suggestions 
that the costs of 

the ball-out are the result of 
the way In which their 
organisation has been man- 
aged. In an internal memo 
sent to staff last week, 
CDR’s board expressed its 
“indignation” at the “cam- 
paign” suggesting they are 
responsible. 

They argue that the total 
losses incurred by CDR are 
likely to be about FFriOObn, 
in line with estimates 
already provided last year, 
and considerably below fig- 


ures of about FFrlSObu now 
being circulated. 

They stress that the losses 
- larger than the FFr45bn 
originally permitted in the 
1995 plan - are the result of 
the fact that no audit was 
carried out Into the assets 
ahead of the creation of 
CDR. They say Credit Lyon- 
nais failed to make adequate 
provisions ahead of the 
transfer of these assets. 

They also disagree with 
the EtTs method to assess 
total state aid. 

PolyGram buys Credit Lyon- 
nais film library. Page 15 



Probably the best beer in the world. 




FINANCIAL TIMES THURSDAY DECEMBER 4 1997 


NEWS: INTERNATIONAL 


Debt arrear (Kyoto compromise move on gas agreement 


wrangle at 
Congo talks 


By Bethan Hutton in Kyoto 


Big loans to Mobutu regime 
now branded as irresponsible 


By (Michael Holman 
in Brussels 


The first compromise to emerge 
from the c lima te change discus- 
sions in Kyoto looks likely to be on 
the issue of which gages should be 
covered by any agreement 
Negotiating parties are split 
between those who want to deal 
only with the three basic green- 
house gases - carbon dioxide, 
methane and nitrous oxide - at 
this time, and those who also want 
an agreement covering three 
recently introduced types of gas. 


Perfluorocarboos, sulphur hexaf- 
luoride, and hydrofluorocarbons 
(HFCs) have replaced the CFCs 
banned because of their damage to 
the ozone layer. Emissions of these 
gases are much smaller than the 
first group, but their global 
wanning effect can be thousands of 
times stronger than carbon diox- 
ide. 

Raul Estrada, the Argentine 
chairman of the committee of the 
whole conference, yesterday pro- 
posed a compromise solution that 
would involve deferring commit- 


ment on the second three gases for 
a year, to allow further research 
and negotiations. 

Tt seems that the trend now is 
to agree In Kyoto on regulation of 
the three original gases,” Mr 
Estrada said, bat he added that at 
the same time participants would 
agree to develop an annexe to the 
Kyoto protocol to cover the re- 
maining three gases, which' would 
be adopted at the next climate 
change convention, planned for 
November next year. The approach 
is being called the “three plus 


three" or "two baskets” approach. 

The EU and Japan have based 
their proposals on the first three 
gases, while the US. Canada and 
New Zealand are pressing for cov- 
erage of all six. EU officials yester- 
day described the three- plus-three 

proposal as "promising", but 
Japan, which could have more dif- 
ficulty cutting emissions of the sec- 
ond three gases, was more 
guarded. 

Melinda Kixnble, of the US dele- 
gation, said Washington was con- 
cerned that another negotiation 


process would be required to deal 
with the other three gases. 

Greenpeace, the environmental 
campaign group, said that dealing 
with the two "baskets” separately 
would open up a big. loophole. 
"Every time they have done this 
with another big issue, it has just 
disappeared,” said Matthew Spen- 
cer, science officer Tor Greenpeace. 
He pointed to the example of cover- 
age of emissions from aircraft, and 
shipping, which were set aside to 
be dealt with separately, and 
appear to have been dropped. 


Liability for external debt 
arrears exceeding 21 bn will 
be a significant feature of 
discussions when an interna- 
tional conference on the 
reconstruction of the Demo- 
cratic Republic of Congo 
opens in Brussels today. 

At the formal session of 
the "Friends of Congo" meet- 
ing being chaired by the 
World Bank, government 
delegates are expected to 
argue that three agencies - 
tbe World Bank, Interna- 
tional Monetary Fund and 
Africa Development Bank - 
acted irresponsibly in lend- 
ing to tbe ousted regime of 
President Mobutu Sese Seko 
despite evidence of endemic 
corruption. 

Congo's external debt 
stands at $l4.6bn - including 
SlObn to bilateral creditors 
(the Paris Club) and $3.1bn 
to multilateral lending agen- 
cies. This is equivalent to 
about 225 per cent of former 
Zaire's gross domestic prod- 
uct and more than 850 per 
cent of its exports. 

Debt servicing, which had 
long been erratic, was dis- 
continued altogether in 1993 
and arrears have risen to 
about $9bn. ’Hie World Bank 
share of the debt is $1.4bn 
with arrears standing at 
$I50m, while arrears on 
repayment to the IMF and 
Africa Development Bank 
total S450m and $55 0m 
respectively. 

World Bank officials say 
that agreement on how to 
handle tbe arrears would 
have to be reached before 
new lending can get under 
way. But Congo's officials 
have argued that the lending 
institutions were in derelio- 
tiom of their duties by allow- 
ing the Mobutu regime to 
run up such substantial 
externa] debts. 

The issue surfaced- during; 
preliminary talks between; 
donors and Kinshasa offi- 
cials yesterday. 

Bank officials acknowl- 
edged that repayment cf the 
arrears presented a formida- 
ble obstacle to a successful 



Hard task to win US 
friends for the earth 


Climate 


Kabila; may receive some 
debt forgiveness' 


recovery programme but 
em phasised that they would 
assist the government to 
find a solution given Congo's 
strategic importance. 

Reconstruction of Congo is 
"among the highest priori- 
ties for Africa”, said a World 
Bank statement "Instability 
in the Congo and in the 
Great Lakes region . has 
repercussions throughout 
the continent. . . a growing 
and prosperous Congo would 
have a very positive impact 
on regional stability." 

Speaking in an interview 
in Kinshasa before the con- 
ference, Jean-Claude Mas- 
angu', governor of Congo's 
central hank, earlier told the 
Financial Times the aim was 
to get new funds flowing in 
that would exceed the 
amount Congo owed. 

"The objective is to have a 
rescheduling and some for- 
giveness. . . We are talking 
about settling arrears of 
fl.lbn-ll.5bn out of the 
$14bn total, which is man- 
ageable.” 

Allegations of human 
rights abuses overshadowed 
the confoence, with western t 
donors expressing concern 
about the continuing hold-up ( 
of a United Nations probe | 
into atrocities against Rwan- j 
dan refugees. I 


If there is one US 
policy-maker who knows 
how the administration 
could build political support 
for a treaty to tackle climate 
change, it is probably Carol 
Browner. 

As administrator of the 
Environmental Protection 
Agency (EPA), she has had 
to face down a torrent of 
anger from industry over the 
rather narrower, but also 
bitterly controversial issue 
of clean air standards. 

To the surprise of many 
political observers. Congres- 
sional sceptics have so far 
failed to muster enough sup- 
port to reverse or delay the 
tough new curbs on soot and 
smog which she announced 
last summer. 

' This in part reflects her 
decision to present air pollu- 
tion as an issue of childrens’ 
health - something no legis- 
lator can afford to dismiss. 
But building a constituency 
- in Congress, business and 
public opinion - for action 
to tackle climate change will 


be a much tougher assign- 
ment. according to Ms 
Browner and other advo- 
cates of action on global 
wanning. 

"The fell mate change] 
issue is made harder by the 
fact that its consequences 
may not come to pass for 
some time, whereas with the 
air standards, you were 
talking about increases in 
as thma occurring here and 
now." says Ms Browner. 

Ms Browner believes the 
administration should give a 
high priority to educating 
the public and countering 
the "bad information" which 
has been disseminated by 
business lobbies wbich 
oppose any mandatory curbs 
on the emission of heat-trap- 
ping greenhouse gases. 

The sceptics' campaign 
has stressed the argument 
that heavy-handed environ- 
mental regulation is socially 
regressive: it hurts vulnera- 
ble groups such as small 
business, senior citizens and 
African-Americans, they say. 

A massive advertising 
effort by opponents of early 
action on climate change - 
financed by the oil, coal, 


transport and manufactur- 
ing industry - has left the 
US public confused. 

This campaign, the EPA 
boss says, "does nothing to 
allow honest, straightfor- 
ward and information-based 
dialogue that could help to 
find appropriate solutions” 
and it exaggerates the 
degree to which carbon lim- 
its would require basic 
changes of life-style. 

In practice, she added, the 
recent history of environ- 
mental regulation "hasn't 
been about life-style choices, 
it's been about large indus- 
try reducing its pollution - 
often through new. cost- 
effective technologies". Scep- 
tics have argued that climate 
change differs radically from 
all other, more specific eco- 
logical problems in that it 
does require changes of life- 
style rather than quick fixes. 

That might be true, con- 
cedes Ms Browner, “if you 
assume that we’re going to 
do it solely based on tbe 
technology that exists 
today”. But that was the 
wrong basis for policy: 
"You have to assume that 
even better tools to solve 
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Alternative power: wind turbines hi the Yucca Valley, California www/ 


this problem will emerge.” 

Ms Browner said a long- 
awaited electricity restruct- 
uring bill, which the admin- 
istration has promised to 
introduce early next year, 
would provide an opportu- 
nity to promote several pub- 
lic policy goals: energy effi- 
ciency, clean air and the 
limitation of carbon emis- 


sions. 

While advocates of "fast- 
track” deregulation favour 
allowing a completely free 
band in the choice of fuels, 
the EPA chief said the 
administration was consider- 
ing retaining and refining 
the existing system of incen- 
tives to - use renewable 
energy sources such as solar 
and wind power. But freeing 


up the power sector would 
not necessarily lead to a 
massive change in the fuels 
used in energy production, 
from coal to gas. Ms 
Browner said: the adminis- 
tration could not prejudge 
the results. 

If the administration faces 
.an u phill struggle with pub- 
lic opinion, it faces an even 
tougher battle in the Senate, 
which voted unanimously 
last ' summer to oppose any 
Kyoto treaty that damaged 
the US economy and foiled 
to ensure that developing 
countries played their 
part. 

President Bill Clinton 
insisted when he unveiled 
his climate change proposals 
in October that - the US 


would require "meaningful 
participation' 1 from develop- 
ing countries before agreeing 
to any system of curbs by 
the industrial world. 

David Hawkins, a lawyer 
with the Natural Resources 
Defense Council, said advo- 
cates of early action on cli- 
mate change should simply 
appeal to the common-sense 
caution that Americans 
apply in daily life. 

“If you're speeding down 
an unfamiliar road in the 
dark, you don't make the 
argument that nobody has 
proved the existence of any 
sharp curves.” he said. "You 
slow dawn to be an the safe 
side.” 


Bruce Clark 


Nuclear lobby finds its option is kept quiet 


By Bethan Hutton 


The Kyoto conference on climate 
change is an .occasion for all gov- 
ernments to present their greenest 
possible face. But several of them 
are fn the awkward position of 
relying on nuclear energy to cot 
greenhouse gas emissions - a 
point they prefer not to dwell on 
in public for fear of damaging 
their green credentials. 

The nuclear power lobby - out 


in force at Kyoto - is. on the other 
band, keen to point out that in 
terms of greenhouse gas emis- 
sions, nuclear power has a dear 
advantage. According to industry 
groups, nuclear generation pre- 
vents the emission of 2.3jbn tonnes 
of carbon dioxide each year, if. the 
same power were generated using 
oil or gas. 

The nuclear lobby is trying to 
use dimate change as an issue on 
which to turn the anti-nuclear tide 


which has led to the abandonment 
of nuclear programmes in most 
developed countries. But If the ret- 
icence of one big noclear-generat- 
ing country is anything to go by, 
pushing the “green nuclear 
CTergy” message, is^a losing battle. 

Japan has one of the lowest per 
capita emissions levels among 
developed countries — helped in no 
small measure by its use of 
nuclear power. It is also intending 
to rely heavily on nuclear power 


to achieve further redactions, bat 
that fact is not one it is choosing 
to publicise at Kyoto. Questions ou 
the subject receive extremely curt 
replies, despite the Japanese gov- 
ernment's previously announced 
plans to build a farther 20 nudear 
reactors. 

Bat after decades of public 
acceptance of nuclear power, a 
recent series of accidents and cov- 
er-ups in Japan’s midear industry 
have turned public opinion 


sharply against it. There are now 
serious doubts about whether 
Japan will be able to build, more 
than one or two of the plants - 
which would threaten its* planned 
cuts in greenhouse gas emissions. 

No one is saying it loudly yet, 
but the Japanese public may even- 
tually be presented with a dear 
choice: make significant lifestyle 
changes, in terms of domestic 
energy consumption and car use, 
or accept more unclear power. 


MALTA MliLENNIUM PROJECT 


A TCLIMAITA INIT1ATIVI 


INVITATION TO REGISTER INTEREST 


Lebanon weighs plan 
to cut waste and 
raise $2bn abroad 


NEWS DIGEST 


Strike shuts 
down Israel 


As promoter of tbe MALTA MILLENNIUM PROJECT, Telemafta invites 
suitably qualified and experienced consortia to submit an expression of 
interest in an urban development project in the heart of Malta's foremost 
entertainment centre, PaceviHe. 


But there are doubts proposals to sharpen 
up bureaucracy will ever be implemented 


Paceville is Malta’s most vibrant leisure and entertainment centre. 


By Route Khataf ?n London LebanoiK public finances 


The “in” place for Maltese and tourists alike, Paceville boasts the 
highest concentration of discotheques, lounge-bars, cinemas, 
leisure and retail oudets.These facilities are bordered by numerous 
four and five star hotels situated on and around the picturesque . 
sandy beaches and rocky inlets of St. George's arid St. Julian's 
bays...truly a touristic Mecca. 


The MALTA MILLENNIUM PROJECT envisages the development 
of 28, 600 square metres ofTelemalta property right in the heart 
of Paceville. Development will include a landmark high-rise, mufti- 
use communications tower surrounded by qua/ity business and 
residential accommodation, sports and entertainment facilities, 
retail outlets and underground parking facilities. 


It is foreseen that development will be entrusted to a consortium 
comprising a mufti-disciplinary team who would best demonstrate 
the competence, experience, ability, quality criteria, business 
acumen and skids to successfully implement the project. 


Full details including the official pre-selection document may be 
obtained by contacting: 


THE CHAIRMAN, 
STEERING COMMITTEE, 
MALTA MILLENNIUM PROJECT 
. TELEMALTA 
Spencer Hill 
Mar sa, Malta 


Fax: 00356-242000 Tel: 00356-243033 
e-mail: millennium@maltanet.net 


The closing date for official registration of interest is 
27th January 1998. 


Rafiq Hariri, Lebanon’s 
prime minister, yesterday 
served up an economic plan 
aimed at trimming 
administrative waste and 
raising $3bn on international 
capital markets In a partial 
restructuring of Lebanon's 
debt 

Tbe plan, presented to tbe 
cabinet, is a proposal by Mr 
Hariri worked out in a rare 
compromise with Nabih 
Berri. speaker of the 
parliament - a critic or tbe 
prime minister - and Ellas 
Hrawi, the president 

The cabinet shot down Mr 
Hariri’s proposal in 
September to raise $300m in 
new debt and impose new 
taxes and price increases 
considered unacceptable by 
the rest of the political class. 

Tbe compromise between 
Lebanon's "troika” comes 
amid rising concerns over 
deteriorating public 
finances. The budget deficit 
has been consistently 
overshooting Us target and 
is now ru nning at 53 per 
cent of spending. 

With total debt reaching 
more than 85 per cent of 
gross domestic product, and 
pressnres on the cash- 
strapped government to 
increase soda] spending, the 
currency market has grown 
increasingly nervous in 
recent months, forcing 
central bank intervention to 
support the Lebanese pound. 

The political consensus 
has now sent a reassuring 
message to the currency 
market. The central bank 
this week was reported to be 
buying dollars instead of 
injecting foreign currency 
into the market 

But the short-term 
economic effects of the plan. 
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Israel's public sector workers yesterday brought the 
economy to a bait in a strike against pension reform and 
privatisation. The strike, called by the Histaclrut, the 
trade union federation, shut Ben Gurion International 
airport ports, railways, banks and government offices as 
well as electricity, telecommunications and defence 
industries, and tbe stock exchange. 

The labour court ordered the strikers back to work, but 
Amir Peretz. head of the Histadrut declined to call off the 
strike. Mr Peretz claims Yaakov Neeman, the finance 
minister, reneged on a pension plan agreed by the former 
Labour government two weeks before it lost power in the 
May 1996 election. Mr Neeman says the agreement has no 
legal standing. Judy Dempsey. Jerusalem 


EGYPT-QATAR DISPUTE 


Saudis try to mediate 
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which remains subject to 
parliamentary approval, will 
be limited, its benefits in the 
long ran will depend on 
whether the administrative 
measures outlined are put 
into practice. 

' Government officials said 
the $2bn ceiling would be 
raised in several tranches in 
the form of international 
bonds, syndicated loans and 
bilateral loans, depending on 
market conditions. 


1 pee cent sales tax wbich 
will go into a fund at the 
central bank and be used to 
repay debt ' 

The news that attempts 
are being made to cot waste 
in a bloated administration 
has been welcomed in 
Beirut. But there is much 
scepticism whether the 
proposals will ever he 
Implemented, especially 
since the plan specifies that 
several proposals will not be 


Saudi Arabia was yesterday attempting to resolve a 
dispute between Egypt and Qatar, which has accused 
Egypt of involvement in a coup attempt against the 
Qatari leader. Hoard Mubarak, the Egyptian president, 
yesterday flew to the Saudi Arabian capital Riyadh. Qatar 
had earlier requested Saudi mediation. 

Sheikh Hamad bin Khalif a ai-Thani, the Qatari leader, 
was also reported to have travelled to Riyadh yesterday. 
The diplomat said there were no immediate plans for the 
two leaders to meet, suggesting a shuttle diplomacy by 
Saudi officials. Egypt has denied involvement in the 
attempt in 1996 to reinstate Sheikh Hamad’s father Sheikh 
Khalifa to the throne, following the latter’s overthrow by 
his son in 1995. Mark Huband. Cairo 


TURKMENISTAN 


Gas export to Turkey agreed 


The budget deficit has consistently 
been overshooting its target 


The foreign borrowings, 
with maturities reaching up 
to 30 years, should lead to a 
slight debt restructuring 
from expensive short-term 
Lebanese pound debt to 
cheaper longer-term foreign 
currency debt 

According to one 
economist, the savings on 
debt servicing in 1998 will be 
only about $12Qm out of a 
$2bn bill. Economists have 
also raised concerns that the 
plan includes few revenue- 
raising measures. 

The most significant is a 


tackled until after the 
presidential elections, 
scheduled for summer 1998. 

The measures include a 
hiring freeze; a- merging of 
ministries and security 
bodies, and the creation of a 
department to which all 
surplus employees will be 
allocated to be retrained or 
given early retirement 

Previous attempts at 
shedding some of the 160,000 
staff in the Lebanese 
bureaucracy have fallen prey 
to political and sectarian 
rivalries. 


Royal Dutch/Shell plans to export Turkmenistan’s natural 
gas to Turkey via Iran. Sepurmurat Niyazov, president of 
Turi cmerris t an , has asked the company to lead a 
Consortium to build a pipeline to transport the gas. 
possibly as early as 2000. There are a number of political, 
hurdles before further progress can be made. 

iff May. Turkmenistan signed a protocol with Turkey 
and Iran on building the pipeline. Eventually, 
Turkmenistan envisages pumping 20bn-30bn cubic metres 
of gas through the line, which would cost $1 .6bn-$2bn. 

Turkmenistan has been desperate to find alternative 
export routes for its gas, which it currently exports 
through Russia. The Russian pipelines are controlled by 
Russian gas monopoly Gazprom, which has restricted 
Tu rkm e nis tan's access to west European markets. 

The route through Iran to Turkey is fraught with 
difficulties, though. "First, US sanctions on Iran make 
funding the Iranian leg particularly touchy. Second, 
Gazprom would like to preserve the Turkish gas market 
for itself, and opposes Turkmenistan’s plans to compete. 
Shell, which two weeks ago signed a strategic partnership 
with Gazprom, may find itself caught between conflicting 
interests, in the strategic alliance. Shell and Gazprom had 
agreed to worts together to export Russian gas to Turkey 
across the Black Sea. Charles Clover, Kiev 
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The Sheraton Amsterdam Airpon Hotel and Conference Centre 
is arguably the most advanced in the world. 

- • •• It offers direct access from airport to hotel. Body Clock Cuisine to 
help fight jet lag. Day Break Service when you just need a room for the 
day, swimming pool and fitness centre. 

As a business traveller there’s everything you could want and 
quite a bit more. This commitment to innovation has made ITT Sheraton 


the fastest growing hotel group in Europe. In the past three years, we’ve 
doubled in size to 75 hotels. But they're no ordinary hotels. Each is special 
. . with its own personality. 

In fa a we have the largest number of luxury hotels in Europe, so 
wherever vou travel and whatever vour needs, we're sure that vou'll 

, • a 

always feel right at home. 

State-of-the-art. ITT Sheraton always strives for the best. 


So it will come as no surprise to know that we’ve chosen the best 
telecommunications company in the world. AT&T. 

Many of our rooms throughout Europe will soon come with an 
Instant Access button that puts you through to the United States, quickly 
and clearly via the AT&T Direct Service (SM) network. 

So wherever you are, you can ger in touch with AT&T at 


the touch of a button. 


ART 




ITT Sheraton 

Next time you're travelling in Europe, look up our state-of-the-art airport and city hotels. 

Shcraion Amjttrdam Airpon Hptri and Conference Centre - Sheraton Paris Airport Hold Charles dc Gaul let - Sheraton Breads Airpon Hold - Sheraton Frankfurt Hotel - Sheraton Skvline Hotel - Sheraton Heathrow Hotel - Sheraton Warsaw Hotel - Sheraton Aerogolf Hotel Luxembourg - Sheraton Brussels 
Hotel and Tower* - Sheraton Pmvm Hotel - Sheraton Lisbon Hotel -Sheraton GCteboig Hotel ■ Sheraton Stockholm Hold - Sheraton Atlantis Hold Zurich - Sheraton Ankara Hotel - Sheraton Antalva Hotel - Sheraton Park Tower Hold London - Sheraton Salzburg Hotel - Sheraton Grand Edinburgh. 

For more in formation, call our Global Free Phone Service on 00800 325 353535 or your travel professional. The Luxury Collection. Sheraton Hotels and Resorts. Four Points Hotels. 
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Bail-out terms could lead to drastic reorganisation of big conglomerates 


Korea Inc may turn to market system 


By John Burton in Seoul 


The expected conditions laid 
down by the International 
Monetary Fund for its $55bn 
rescue of South Korea may 
eventually transform the 
world's 11 th largest economy 
into one based on market 
principles instead of state 
directives. 

Precise terms of the bail- 
out will remain unknown 
untfl the IMF board of direc- 
tors approves the accord, but 
it is thought the IMF has 
demanded a restructuring of 
Korea Inc. the close collabo- 
ration between big business 
and government 

That model, once the envy 
of emerging countries, has 
become outmoded. Korea 
has ballooned, with a heavy 
weight of debts as it became 
more prosperous. The IMF 
programme is meant to put 


it on an austere diet That 
could result in a drastic reor- 
ganisation of the chaebol, the 
conglomerates that dominate 
the South Korean economy. 

The spendthrift habits of 
the chaebol, encouraged by a 
government bent on making 
Korea a global industrial 
power, has led the nation 
into its present debt crisis 
and the need to ask the IMF 
for aid. 

After decades of expan- 
sion. the chaebol were no 
longer able to service their 
huge debts as their indus- 
tries were hit by price defla- 
tion due to excess invest- 
ment. The collapse of several 
conglomerates this year 
caused a crisis among banks 
with heavy loan exposures 
to the chaebol. An IMF res- 
cue become inevitable as 
the banks were in danger 
of being unable to pay 


Hie big baii>oiits 


IMF arranged rescues 


South Korea 

S55bn 


Mexico 

S4obn m 


Indonesia 


Thailand 


$17.2bn 


their overseas borrowings. 

The IMF remedy, if imple- 
mented properly, would help 
free the financial sector from 
intrusive state control, while 
forcing the chaebol to make 
investments based on earn- 
ings potential rather than 


market share. The IMF 
terms are likely to be similar 
to recommendations urged 
for years by other interna- 
tional organisations snob as 
the Organisation for Eco- 
nomic Co-operation and 
Development, bat rejected as 


threatening by Korea's 
vested interests. 

“Korea is one of the last 
transitional economies to 
market capitalism,” said 
David Hale, chief global 
strategist for the Zurich 
Group. 

A wider opening of the 
debt and equity markets to 
foreign investors and inde- 
pendence for the central 
bank would help remove the 
weight of state intervention 
wielded by the finance min-, 
istry- 

Foreign participation in 
the financial sector, includ- 
ing possible takeover of 
financial institutions, would 
introduce mare competition 
and an emphasis on credit 
analysis now lacking. 

The bail-out would pro- 
mote debt liquidation in an 
economy with total debts of 
twice its gross domestic 


product of SSOObn, according 
to Standard & Poor's, the US 
credit rating agency. 

This will have a severe 
impact on the chaebol as 
they are forced to operate in 
a more competitive economy 
driven by a tighter monetary 
policy and reduced trade 
■barriers. 

A reduction in hank lend- 
ing will fence than to turn to 
capital markets for financ- 
ing, subjecting them to 
investor discipline as corpo- 
rate transparency improves 
and family owners yield con- 
trol to shareholders. 

This process will come 
with a high cost, with rises 

in unemployment and possi- 
ble labour unrest Bat it win 
result in a balanced eco- 
nomic structure that will 
benefit more people as busi- 
nesses grow at the expense 
of the conglomerates. 


How the IMF is brought into the drama 

T he importance of the Inter- the IMF to take on the role of brings back some measure of con- with the spirit of the institution, progre ss and the way it 1 
national Monetary Fund has doctor. It is in their interest to fidence among other lenders. But the Fund does not part with Since the Mexico crisis. ' 

grown with the increasing revive the ailing economy - which The ailing country purchases all this money without strings has tightened its sarveQIa 


T he importance of the Inter- 
national Monetary Fund has 
grown with the increasing 
number of countries needing bail- 
out packages after recently capital 
markets turmoil. 

The IMF, founded after the sec- 
ond world war as one of the Bret- 
ton Woods institutions to ensure 
stability in the world economy, 
lends money to member countries 
with balance of payments prob- 
lems. By providing short-term 
assistance the IMF hopes to pre- 
vent countries taking more drastic 
steps, sufih as restri cti ng trade. 

When countries get into that 
sort of mess, distress usually 
go out to the IMF. In some cases, 
other countries put pressure on 


the IMF to take on the role of 
doctor. It is in their interest to 
revive the ailing economy - which 
probably has been the recipient of 
investment and a market for 
exports. For instance, in the case 
of Mexico, the DS leaned on the 
IMF to speed the rescue package. 

In the case of Thailand, where 
Japanese banks hold more than 
half of total foreign bank lending, 
Japan clearly bad an interest in an 
IMF package. Now in South Korea 
- as in Indonesia - Japan and the 
US are interested parties. 

What the IMF does is to inject 
much-needed foreign exchange 
into the economy. Ibis helps the 
country get over the balance pay- 
ments problem and hopefully 


brings back some measure of con- 
fidence among other lenders. 

The ailing country purchases 
currencies of other countries (usu- 
ally dollars, sterling, D-Marks or 
yen) from the IMF with its own 
currency. When repaying the 
Fund, the member country has to 
repurchase its own currency with 
special drawing rights (a unique 
artificial currency, which is port 
of most countries' foreign 
exchange reserves) or other cur- 
rencies specified by the Fund, 
within a specified time. 

Loans are usually at 4 per cent 
interest,- plus 0.5 per cent as a ser- 
vice charge and commitment foes. 
In all, the rates are fixed at just 
below market rates in keeping 


with the spirit of the institution. 

But the Fund does not part with 
all this money without strings 
attached. It wants the borrow i ng 
country first to convince the IMF 
that it will not not misuse the 
money and that it will reform its 
economy so that it will be in a 
position to repay the loan. This 
conditionality is often unpopular 
in the co un t r y affected so the gov- 
ernment often finds it useful to 
blame the IMF far the pain. 

One way of ensuring discipline 
is to pay the loan in tranches, 
rather than in one shot. Hie loan 
is reeled out as the country makes 
progress with economic adjust- 
ment Fund officials keep a close 
tab on the country’s economic 


progre s s and the way it behaves. 
Since the Mexico crisis, the IMF 
has tightened its surveillance pro- 
cedure and now asks member 
countries to provide more data. 
The Fund also posts its own people 
in these countries. 

The IMF package is often pro- 
vided in conjunction with other 
lenders - other multilateral agen- 
cies (the World Bank or the Asian . 
Development Bank) or "bilateral 
donors”, which are other govern- 
ments. In both Indonesia an| ^ Thai- 
land, the IMF package totalled 
only 25 per cent of the total 
pledged by a mix of multilateral 
agencies and government donors. 


Rajrishi Singhal 


Indians set for 
second election 
in two years 


A message from the general 

A t the height of the 
battle for political 
power in Pakistan 


By Marie Nicholson 
in New Delhi 


K.R. Narayanan, India’s 
president, is expected to dis- 
solve parliament and order 
flush general elections today 
as politicians apparently 
exhausted efforts to replace 
the deposed United Front 
government with an alterna- 
tive coalition. 

Mr Narayanan's decision 
is likely to follow a meeting 
this morning with I.K- 
Gujral, who has been acting 
as caretaker prime minister 
since the foil of his UF gov- 
ernment last Friday. 

Mr Gujral last night 
handed Mr Narayanan a 
“unanimous” recommenda- 
tion for elections from the 
caretaker UF cabinet. Mr 
Gujral resigned after Con- 
gress withdrew support for 
his minority coalition. 

Both main parties 
appeared resigned to feeing 
India's 600m-stroug elector- 
ate for the second time in 
two years. The opposition 
Bharatiya Janata party, par- 
liament's biggest, urged the 
president to call early polls. 
Congress, meanwhile, said it 
would welcome “any deci- 
sion" from the president 

The statements seemed to 
close the door on a week or 
frantic attempts to manufac- 
ture a fresh coalition from 
the existing parliament 

Dissolution of parliament 
would come just 18 months 
after India's last elections 
provided a fragmented man- 
date from which the 15-party 
UF coalition emerged. 


Congress, India's oldest 
party which has ruled the 
country for all but five years 
of its independence, sparked 
the current three-week crisis 
by threatening to end its 
parliamentary support 
unless the UF ejected a 
Tamil Nadu-based coalition 
party. The Dravida Mun- 
netra Kazhagam was alleged 
to have aided the Sri Lankan 
Tamil Tigers, the assassins 
of Rajiv Gandhi, fanner Con- 
gress leader. The UF refused. 

The resulting three-week 
political crisis caused jitters 
in the Bombay stock market 
and has helped push the 
rupee to a succession of 
record lows since early last 
week. It eased to another 
against the dollar yesterday, 
ending at Rs39.32 after Tues- 
day’s close of RS39.26. 

P. Chidambaram, finance 
minister, said the political 
uncertainty had “taken a 
toll" on the rupee. 

However, the uncertainty 
did not derail the successful 
pricing yesterday of a $358m 
international share offering 
by MTNL, the state-owned 
telephone company. 

The timing of India's 12th 
general election since inde- 
pendence 50 years ago would 
be decided by M.S. Gill, chief 
election commissioner 
responsible for organising 
the world's biggest poll. He 1 
has said elections would be I 
practicable only within 60 ' 
days of parliament’s dissolu- 
tion, making February elec- ! 
tions most likely. 

MTNL issue, International 
Company News 


A t the height of the 
battle for political 
power in Pakistan 
over the past few weeks, 
supporters of Nawaz Sharffi 
the prime minister, stormed 
the Supreme Court which 
was hearing a contempt case 
a gains t Him 

The country's president 
and the chief justice 
appealed to the head of the 
army to protect the court. 

General Jehangir Karamat 
played by the book: he for- 
warded the requests to the 
defence ministry, which is 
formally in charge of mili- 
tary matters and fells under 
the prime minister's office. 

President Farooq Leghari 
and Justice Sqjjad All Shah 
got the message. Days later 
their challenge to the prime 
minister crumbled. On Tues- * 
day they quit their posts and 
Mr Sharif emerged trium- 
phant in the struggle for 
dominance between the lead- 
ing institutions of fht» coun- 
try’s fragile democracy. 

To observers of Pakistani 
politics more accustomed to 
asking if there will there be 
a coup, there was more to 
the general's message than a 
signal that he was siding 
with the prime minister. 

Some of Gen Karamat’s 
predecessors often sought 
pretexts to enhance the mili- 
tary's role in politics, at 
times ignoring the bureau- 
crats at the defence minis- 
try. 

This time the message 
was: we are prepared to 
mediate, even to take sides, 
but not to rule. 

“The army chiefs role was 
something of an intervention 
but it was one that leaves 
the military without taking 
responsibility for running 
the country,” says Gbazi 
Salah addin, a leading politi- 
cal commentator. 







Soldiers watch as Farooq Leghari talks to reporters after his resignation 




Many warn, however, that 
it is too early to argue that 
thou has been a permanent 
shift by the military from its 
considerable influence in. 
policy matters. 

hi rec e n t years, opposition 
politicians have usually tried 
to seek some measure of 
informal support from the 
military before launching 
anti-government campaigns. 
Terras such as a “wink or a 
nod from the right quarters" 
in domestic political jargon 
usually mean just that 
Many observers say that 
the military's decision to 
stay neutral while Gen Kara- 
mat shuttled between the 
prime minister and the presi- 
dent. was the decisive factor 
that resolved the crisis. 

“This [resolution of the 
crisis] did show that the 
final factor was the mili- 


tary’s role,” said Maleeha 
Lodhi, a former ambassador 
to the US. 

Other analysts say that 
the military’s approach is 
partly driven by interna- 
tional pressures and the 
country’s weak economic 
outlook. “An outright mili- 
tary takeover anywhere 
would make Pakistan look 
like a pariah." said a west- 
ern diplomat “Even quiet 
support by the military for 
moves against an elected 
parliament would have been 
unwelcome in western capi- 
tals." 

Others say that the mili- 
tary is worried about Pakis- 
tan's economic problems. It 
has had little experience 
managing the economy, 
largely because it ruled the 
country during the days 
when large amounts of for- 


eign assistance during the 
cold war helped to meet bud- 
get shortfalls. 

“The military was swayed 
to remain neutral because of 
the economic outlook. They 
knew that a democratic gov- 
ernment h ad a better chance 
to lead a recovery,” said 
Ikram SehgaL a leading com- 
mentator. 

In October Mr Sharif won 
Internationa] Monetary 
Fund support for a |156bn 
loan, considered a vital guar- 
antee for new commercial 
loans to keep the country’s 
finances intact. 

The Importance of such 
concerns would not be lost 
on a military that receives a 
generous 25 per cent of the 
national budget - second' 
only to debt servicing. 


Farhan Bokhan 


In business as in motor racing, 
you can’t beat being at 

Le Mans for the race. _ 


The name. 


In the heart of an exceptional motorway network. 
Le Mans-S«the has excellent road links to the rest of France 
and Europe. Although Paris is not far away (less than 1 hour 
by TC W the setting up costs and rents moke the region an 
attractive location. In terms of performance, it Li an impor- 
tant centre for the motor industry in France and one of the 
main centres for the agricultural produce industry. 
Like Philips, who have chosen to base a World Mobile 
Telephone Centre here, you have everything you need to 
succeed in Sarlhe. So. make a beeline now. 
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Tokyo pumps 
liquidity into 
bank system 


By GHBan Tett in Tokyo 


The Bank of Japan yesterday 
provided YSOObu ($4.7bn) 
worth of emergency 
short-term loans to the coun- 
try’s banks in an escalation 
of its efforts to avert a seri- 
ous liquidity squeeze. 

The intervention reflected 
fears that weaker banks and 
brokers could face the type 
of credit crunch that led last 
month to the failure of Hok- 
kaido Takushoku, the coun- 
try's tenth hugest commer- 
cial bank, and Yamalchi, the 
fourth largest broker. 

The BoJ's initiative fol- 
lowed earlier moves to avert 
a credit crunch by flooding 
the money markets with 
liquidity last week. While 
the new loans should ease 
the banks’ domestic funding 
problems, the development 
came amid signs . that the 
banks face unprecedented 
problems raising funds in 
international markets. 

The so-called “Japan pre- 
mium" — or the extra cost 
Japanese banks have to pay 
compared with their US and 
European counterparts - 
rose to around 116 basis 
points for three-month euro- 
dollar contracts for weaker 
banks. Stronger banks are 
now paying around 106 basis 
points over the current euro- 
dollar rate of 5-875 per cent. 

Such a rise usually occurs 
each December, because 
banks want to raise funds 
for their year-end positions. 
However, the present surge 
has taken the rate to record 
levels - and about twice the 
size of the previous record 
levels seen in 1995. 

The rise reflects interna- 
tional concerns that other 
groups could fail, traders 
said. In autumn the pre- 
mium was less than 20 basis 
points. 


However, Sal Nakai, dep- 
uty head of the ministry of 
finance’s banking bureau 
yesterday insisted that no 
more banks - excluding 
credit co-operatives - would 
fail “in the foreseeable 
future”. “No bank to my 
knowledge is insolvent," he 
said. “If the banks have 
problems now it is with 
liquidity, and the. Bank of 
Japan will provide enough 
funds to support than." 

The central bank yester- 
day offered the loans to the 
banks under a mechanism 
known as “article 20” which 
has been activated as an 
emergency measure since 
Yamaichi’s collapse. The 
measure, which may be used 
again today, allows the cen- 
tral bank to offer short-term 
loans at the official discount 
rate in exchange for collat- 
eral. 

In a move likely to raise 
the pressure on weaker 
banks. Moody’s, the US 
credit rating agency, said it 
was considering downgrad- 
ing the debt of three regional 
banks, A&hikaga. Kiyo and 
Hokuriku. The groups are 
currently rated at Baa3 for 
their senior debt. K they fell 
below this they will be 
ranked "junk bond" status. 

The demotion of Yam- 
aichi’s debt to junk bond sta- 
tus last month was & key 
factor that triggered a liquid- 
ity squeeze that caused the 
broker's failure. 

IBCA, another credit rat- 
ing agency, also said that it 
had downgraded Long Term 
Credit Bank's long-term debt 
from A minus to BBB plus - 
three notches above junk 
bond status. The group also 
downgraded the long term 
debt of Dai-Ichi Kangyo 
Bank, Sanwa Bank and 
Sumitomo Bank from AA 
minus to A plus. 


NEWS DIGEST 


Thais expect 
debt roll-over 


Thailand’s central bank said yesterday that $6bn in 
foreign debt came due this month but that figures from 
October and November indicated that creditors were 
likely to roll over most of that amount. 

Of the $7bn in foreign debt that came due in October, 
$&Sbn was rolled over, said the central bank governor. 
Chaiyawat Wibulswasdi. An additional $5bn came due in 
November and preliminary indications showed a similar 
percentage to that of October had been rolled over. 

Concerns about the roll-over of of Thailand's $37bn of 
foreign debt that comes due by next September are 
two-fold. Authorities say that if a substantial amount is 
called in. the £L7.2bn International Monetary Fund rescue 
package will be insufficient to keep foreign currency 
reserves at a sustainable leveL 
In addition, if corporations must buy dollars to repay 
their foreign debt there will be added pressure on the 
exchang e rate. Dollar buying by corporations worried 
about the weakness of the pushed the Thai currency to a 
new record low yesterday of Bt4235 to the US dollar 
before recovering slightly on central bank intervention 
and news of a deal between Sonth Korea and the IMF. 

Ted Bardacke. Bangkok 


HONG KONG 


UK pressed on Vietnamese 


Ch ina yesterday pressed Britain to resolve the problem of 
Vietnamese refugees in Bong Kong, raising the dispute 
for the first time since the territory returned to Chinese 
sovereignty in July. 

“The Chinese side regrets the failure to have a 
thorough and complete solution to the problem before 
July l”, said Wang Guisheng, China’s chief representative 
to the Joint Liaison Group (JLG). The JLG, which 
oversees Hong Kong’s transition to mainland sovereignty, 
was meeting for the first time since the handover. 

Mr Wang said Britain had responsibility for relocating 
the r emaining L200 Vietnamese refugees because it had 
allowed its former colony to serve as a port of first 
asylum. “As long as the question remains unsolved, the 
British side should bear the responsibility to completely 
resolve it", said the Chinese official. 

Britain’s chief representative rejected Beijing’s claim 
“We recognise that we are no longer the sovereign power 
and that responsibility has passed to China", said Alan 
PauL “We are not walking away from the problem, we are 
standing ready to help." He added that Britain had taken 
more than 15,000 refugees. “We have done as munh as we 
can". 

The two sides also discussed next year’s legislative 
elections in Hong Kong and the submission to the United 
Nations of human rights reports on the territory. “We 
were very pleased that before the meeting, the Chinese 
government announced it would be submitting report s to 
the UN" i said Mr PauL “It was a good omen for the 
meeting." John Ridding, Hong Kong 


PHILIPPINE POLITICS 


MPs pass tax reform 

The Philippine lower house yesterday approved the final 
portion of a comprehensive tax reform, ending a two-year 
legislative debate. The upper house is expected to ratify • 
the package today, providing President Fidel Ramos with 
a welcome fillip at a time of a worsening economic 
outlook. 

The finance ministry said the reform, designed to 
revitalise the tax system and provide a dependable flow of 
revenue as privatisation proceeds tail off, would provide 
the government with an additional annual revenue of 
5.8bn pesos to 7.2bn pesos ($i67m to 1207m}. 

Approval by the lower house, the House of 
Representatives, follows intense wrangling over 
individual tax exemption levels and represents an 
acceptance of the more conservative version proposed in 
the Senate that sets an exemption level of 98,400 pesos 
($2^25) for a family of six. Justin Morass, Manila < 
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Some people say all 
that testing of the new 
Astra is going too far. 




7 





However, Opel engineers 
disagree. They insist that for its 
debut next spring, the new 
Astra must excel In every way - 
in safety, comfort, perform- 
ance and reliability. 600 pilot 
models of the new Astra have 
therefore been tested well 
over 9 million kilometers - equal 
to an extraordinary 240 trips 
around the Earth. From the 
demanding roadways of Europe, 
to the blistering asphalt of 
Arizona. They have passed this 
rigorous testing with honors. 
With all of these milestones 
behind it, signs point to Astra as 
being a car that you can look 
forward to. 
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NEWS: THE AMERICAS 


Court puts spotlight on Gates 

Unpopular Microsoft is accused of breaking terms of an anti-trust settlement 


B ill Gates’ public 
appearances are usu- 
ally carefully choreo- 
graphed but tomorrow he 
will be stepping to a differ- 
ent tune. The Microsoft 
chairman will be in a Wash- 
ington courtroom, where his 
company stands accused of 
anti-trust violations. 

For the first time In the 
more than seven years that 
Microsoft has been under 
scrutiny by US competition 
regulators, the software 
industry titan may have 
been caught flat-footed. 

Surprisingly unsophisti- 
cated in the ways of Wash- 
ington, Microsoft has been 
outmanoeuvred by the pub- 
lic relations tactics of con- 
sumer lobbyists such as 
Ralph Nader and its critics 
in Congress as well as Janet 
Reno, the attorney-general. 

The company is on trial in 
the court of public opinion 
for its overwhelming suc- 
cess: its influence over the 
industry is perceived as too 
broad, its control of the per- 
sonal computer software 
market too absolute, its com- 
petitive tactics too harsh, its 
top executives too rich. But 
in the courtroom of Judge 
Thomas Pe afield Jackson, 
the charges against Micro- 
soft are more specific and 
potentially more damaging. 

The US Justice Depart- 
ment has charged that 
Microsoft has broken the 
terms of a 1995 anti-trust set- 
tlement. According to the 
complaint. Microsoft has 
forced PC makers to include 
Internet Explorer, its inter- 
net browser software, with 
copies of the widely used 
Windows 95 operating sys- 
tem when the software is 
factory-installed on new PCs. 

Microsoft is "unlawfully 
taking advantage of its Win- 
dows monopoly to protect 
and extend that monopoly”, 
the Justice Department 
charged. 

Microsoft insists the 
charges are baseless. The 
company requires PC manu- 
facturers to install the soft- 
ware because Internet 
Explorer is an “integrated 
part” of Windows rather 
than a separate, bundled 
product, Mr Gates said. The 
1995 antitrust settlement 
explicitly exempted “inte- 


grated products’* from a 
clause covering unlawful 
bundling, the company 
pointed out 

Yet even to the ordinary 
PC user, this argument 
sounds fishy. Retail com- 
puter stores offer Internet 
Explorer as a separate prod- 
uct. Users of the Apple Mac- 
intosh - with its “non-Win- 
dows” operating system - 
can also buy special versions 


a swift judgment may be a 
long shot 

Microsoft will hope, how- 
ever, to narrow the Issues of 
the case to those that relate 
directly to the consent 
decree. 

The company acknowl- 
edged It has “no idea" what 

will happen in court. Oral 
arguments are scheduled, 
but may be brief The judge 
could ask both sides to agree 


dows should continue to 
improve with new features 
and functions that make PCs 
easier to use, he said. If the 
Justice Department can 
block the company from 
adding an internet browser 
to Windows, it may also - In 
the future - prevent the 
addition of technologies. such 
as speech recognition and 
gesture recognition now 
under development in 


TheJustice Department vs Microsoft 
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The case is a 'contract dispute" In which differing mterpretathns of the wording 
7 of the consort decree w0 be worked out 

Microsoft te forcing PC manufacturers to total Internet Explorer, its internet 
browser program, as a condition of Installing Windows 95 on their products 

• Internet Explorer is a separate product, not an "integrated part" of Windows. The 
products are eokl separately at retail and the company measures its market share in j 

■Tv : 1'" v •" ;?*- y > each category separately 

‘..T.V.j.ifXs 3 • Microsoft's i nt erpret a tion of the consent decree is so broad that it wotSd alow 
the company to call a ham sandwich an integrated part of Windows 

• It did not lay out Its plana to make an internet browser part of Windows before 

.-vr77y ■I'-'t-yji' “ the 1995 consent decree 
7. actons are undermining consumer choice 

* • It should pay $1m a day in fines untfl It ceesec 

‘ ^ 

It te interfering In the design of products aid threatening the company's abtfty to 
bring Innovative products to market 

• Microsoft mist insist that PC manufacturers install Internet Explorer together with | 

7_77\' ; 7-" . ; "iV- ' Windows because IE is part of Windows. Many application p rograms written by 
■ third parties would not work with Windows If IE were removed 

■; ' *tf. * '%■ t V’ • The language of the consent decree Is plain. It clearly allows the company to 
; V' “ y,. *>*&& ' Include new features and functions in new versions of Windows 
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part at Windows prior to the consent decree 

Its action might benefit Microsoft competitors, but it is of no benefit to 


i I n tegr at ed 


of Internet Explorer, so bow 
can it he part of Windows? 

That is irrelevant, Micro- 
soft said, because the com- 
plaint is based on alleged 
violations of the consent 
decree, which addressed 
only the terms on which 
Microsoft licensed software 
to PC manufacturers. 

Tomorrow, Microsoft will 
ask Judge Jackson to dis- 
miss the case outright Yet 
with hundreds of pages of 
arguments already submit- 
ted by both sides, asking for 


on a schedule for further 
hearings, or he may rule on 
issues that determine the 
breadth - and thus signifi- 
cance - of the entire case. 

However. Mr Gates’ plan 
to be present In the court- 
room demonstrates the 
importance he attaches to 
the event. He thinks that if 
the Justice Departmen t wins 
it will undermine the ability 
of Microsoft to maintain its 
technology leadership. 

It is a fimriflmpntjtl princi- 
ple at Microsoft that Win- 


Mlcrosoft's laboratories. 

Yet it is not dear that this 
Is the intent of the depart- 
ment’s case. Indeed, Joel 
Klein, head of the depart- 
ment's antitrust division, 
has hinted that Windows 96, 
a planned version of the 
Microsoft operating system 
that more tightly integrates 
the functions of the internet 
browser and desktop operat- 
ing system, might not raise 
anti-trust problems. 

If so. the department's lat- 
est complaint against Micro- 


soft may be just the latest 
example of the law trying to 
keep pace with fast-changing 
technology. 

The irony is that if the 
Justice Department should 
succeed in putting a crimp 
on Microsoft, the only bene- 
ficiaries may be a clutch of 
competitors who have so far 
failed to usuip the compa- 
ny’s market leadership. 
These including Oracle, Son 
Microsys te ms and Netscape 

O rirorriTirrir-aVififfre 

Most of the leading US 
computer companies includ- 
ing Hewlett-Packard. Digital 
Equipment and Unisys, have 
hitched their wagons to 
Microsoft’s ambitions to 
become a top supplier of 
software for big computer 
systems as well as the desk- 
top. Even International Busi- 
ness Machines, Microsoft’s 
traditional nemesis, is offer- 
ing computers running the 
Windows NT operating sys- 
tem. 

Consumers may gain a 
broader choice of personal 
com p ut e r software if Micro- 
soft is forced to modify its 
sales tactics, but who is to 
say that other companies 
can produce better, more 
innovative products? With 
an annual research budget 
of nearly JZbn, Microsoft is 
now spending more than 
most of its competitors com- 
bined an advancing the way 
that people interact with 
computers. 

ft also plays a significant 
role In the US economy. The 
company is one of the foun- 
dations of the US high tech- 
nology industry, which gen- 
erated over |750bn in sales 
last year and more than 
$i5Gbn in experts. 

Perhaps Microsoft's weak- 
ness is that it lacks foreign 
competitors. Even the hint 
of a challenge fr om outside 
the US would surely have 
W ashing ton politicians rally- 
ing to its aid. As it is, the 
company must be content 
with the support of groups 
such as the Metropolitan 
King County Council, in its 
home town of Redmond, 
Washington, which voted 
unanimously this week to 
back the company in its 
fight 

Louise Kehoe 


NEWS: WORLD TRADE 


Canadian 
air ticket 
plan irks 
operators 

By Scoft Morrison 
In Toronto 

Canada's tour operators and 
travel agents have hit at 
proposals by the federal 
transport regulator that 
could damage the discount 
travel sector by banning 
last-minute sales of low-cost 
tickets. 

Tour operators say they 
have been told the Canadian 
Transportation Agency 
(CTA) intends to start eufor- 
[ ting largely Ignored 20-year- 
old roles. The proposal 
appears at odds with the 
recent deregulation of Cana- 
da’s airline industry and the 
growth of open skies travel 
in North America. 

The CTA, which regulates 
economic practices in the 
airline, rail and marine sec- 
tors, said it wanted to fine- 
tune regulations and enforce 
them through periodic 
inspections and complaints, 
but denied it planned more 
spot checks. The CTA is also 
suggesting the introduction 
of monetary penalties to 
allow it greater flexibility in 
riAaiftig with offending char- 
ter airlines. 

The CTA says It will con- 
tinue to ban discount char- 
ter ticket sales within seven 
days of departure and 
impose limits on the number 
of seats than can be sold on 
charter flights within 14 
days of travel- It will also 
continue to set minlmnm 
charter ticket prices, though 
travel agents say miwimnm 
prices on charter flights 
have not been enforced for 
15 yean. 

As about 50 per cent of 
charter tickets are sold 
within 14 days of departure, 
enforcing the regulations 
would hit the country’s four 
top charter carriers, as well 
as tour operators and as 
many as a third of travel 
agents, says Harry Boren- 
stein, president of The Last 
Minute Club, which special- 
ises in discount tickets. 

Analysts said enforcement 
of the regulations would not 
be likely to hurt foreign air- 
lines, as they do not serve 
tile same routes as nannHian 
charter carriers. 


NEWS DIGEST 

Rubin hails 
regional reform 

Latin America has escaped the worst of the recent 
turbulence in international financial markets because of 
its deep economic reforms over the past decade and its 
progress in strengthening its own financial markets, 
nf >-«yHin S to Robert Rubin. US treasury secretary. But 
much remained to be done to improve supervision and 
promote greater efflcency. he said. 

Speaking in Santiago at a meeting of finance ministers 
from the western hemisphere to discuss issues of finan- 
cial integration, Mr Rubin said "financial system that 
im pira» discipline on companies" were “essential for sus- 
tainable economic growth”. 

In an indirect reference to the problems in several 
Asian, economies, he said on Tuesday: “Avoidance of gov- 
ernment policy direction in bank lending, or of Influence 
by borrowers, is critical to the health of both the banking 
system and the borrowers." Imogen Mark, Santiago 

U BRAZIL 

Tax-raising decree approved 

The Brazilian Congress approved a controversial tax- 
raising decree which forms a central part of the govern- 
ment's recent RS20bn (USglSbnl fiscal package designed 
to head off further financial market turbulence. 

Both the lower house and the senate comfortably 
approved the decree after the government made substan- 
tial changes to Its original proposal in order to secure 
political backing. 

The vote was the government's third important victory 
in Congress in the last fortnight, following approval In 
the Iowa* house of a civil service reform bill 

As a result of the decree, Brazilians who earn more 
*hn n Rgi t £00 a month will pay 10 per cent more income 
tax, the tax on fafnmp from fixed income investments has 
increased from 15 per cent to 20 per cent and fiscal incen- 
tives to companies investing In the north and north-east 
of the country have been reduced by 25 per cent. 

The tax-raising decree was the most controversial of the 
gighf measures in the government's fiscal package which 
needed approval hi Congress. Geoff Dyer, Sflo Paulo 

■ ECUADOR ELECTION 

Vote narrower than expected 

Ecuador’s Social Christian Party (PSQ will not find it as ^ 
easy as expected to dominate a national assembly elected | 
on Sunday to reform the constitution, according to initial j 
results from the polling stations. 

With results in from eight of tits 21 provinces and over 
70 per cent of the vote counted in eight others by Tuesday 
night, the PSC was still set to form the largest bloc when 
the assembly begins on December 20. However, it was 
expected yesterday to have nearer 18 seats than the 21-25 
seats predicted by pollsters on Sunday. 

This will leave the expected alliance of the PSC. centrist 
Popular Democracy party and the government Liberal 
Party-Alfarist Radical Front short of a majority in the 70- 
member assembly. They may seek a further agreement 
with the centre-left Democratic Left. 

As polling results have become clearer since Sunday, 

PSC leaders have toned down their triumphalist approach 
and placed more emphasis on the need to find common 
ground with other assembly groups over the next couple 
of weeks. Justine Newsome, Quito 


EU gesture to US 


on ‘mad cow’ 


Markets harder than ‘Stonewall’ 


Tough US trade negotiator says Asian financial 
crisis will open up trade, writes Nancy Dunne 



Barshefkky: "Market Is telling Japan it cannot delay reform, 
ft has to take bold and decisive action’ AAnxcMau^r 


By NeH Buckley bi Brussels 

The European Union is 
attempting to head off a 
trade clash with the US with 
proposals to modify new 
rules designed to curb the 
spread of BSE or “mad cow” 
disease - only hours before 
the start of tomorrow's 
EU-US summit in Washing- 
ton. 

The US has warned that 
the rules - which ban parts 
of cattle most at risk of car- 
rying “mad cow” disease, 
mainly the head and spinal 
cord, from use “for any pur- 
pose” within the EU - could 
block billions of dollars of 
US pharmaceuticals and cos- 
metics exports to Europe. 

Most pharmaceuticals and 
cosmetics contain deriva- 
tives of tallow or gelatine, 
both produced by boiling 
animal carcases, usually 
including the banned cattle 
parts, called “specified risk 
materials” (SRMs). 

The US insists that, since 
it is free of “mad cow" dis- 
ease, its slaughterhouses 
should not have to bear the 
extra cost of extracting 
SRMs Grom carcases. 

Washington had threat- 
ened retaliatory action or a 
World Trade Organisation 
complaint unless the EU 
modified the rules before 
they came into force on Jan- 
uary 1, 1998. 

Proposals to postpone 
implementation of the new 
rules were thrown out ear- 
lier this week by Brussels 
officials, worried that this 
would be seen as backtrack- 


ing on a highly sensitive 
consumer safety issue. 

Instead, the European 
Commission yesterday pro- 
posed a piecemeal solution, 
involving temporary exemp- 
tions from the rules for cer- 
tain products. Under the 
plan: 

• Pharmaceutical products 
approved for marketing after 
the start of 1998 would not 
be allowed to use SRMs in 
their manufacture. 

• Pharmaceuticals already 
approved would be allowed 
to continue to use SRMs 
until January l, 1999, to 
allow industry time to adapt. 
Existing products and those 
manufactured during the 
transition period could con- 
tinue to be sold until expiry 
of their shelf life. 

• Certain medicines which 
use SRMs. and to which 
there Is no satisfactory alter- 
native, would have a longer 
transition period, until the 
end of 1999. 

• Derivatives of tallow - 
used in a broad range of 
pharmaceuticals and cosmet- 
ics - would be approved for 
use even if they were manu- 
factured using SRMs. pro- 
vided they were heat-treated 
by one of three approved 
methods. 

US officials were still 
studying the EU proposals 
yesterday. But they bad Indi- 
cated that US industry 
might accept the new rules, 
provided it was allowed suf- 
ficient time to adapt and find 
new sources of SRM-free 
ingredients. 

Farmers face setback. Page 9 


rules 


Food labelling 

The European Commission 
has put forward plans to 
label foodstuffs containing 
genetically modified maize 
or soya in an attempt to 
allay consumer concerns 
over the products, writes 
Neil Buckley from 
Brussels. 

Bui Greenpeace, the 
environmental group, 
immediately criticised the 
definition of products as too 
narrow. 

It said consumers would 
still have no certainty 
whether foods they were 
buying contained 
genetically modified 
materials. The Commission 
was asked by EU food safety 
experts at the end of July to 
propose labelling for the 
two products. Genetically 
modified maize, developed 
by Novartis, the life sciences 
group, to resist the 
corn-borer pest and 
soybeans developed by US 
chemicals group Monsanto 
to resist weedkiller, are two 
of the most controversial 
biotechnology products, 
though they have been 
passed by EU scientists as 
safe. 

The rules were designed to 
close a loophole caused by 
the fact that the two 
products were licensed for 
sale in the EU last year, 
before new rules on 

consumer food labelling, the 
Novel Foods directive, came 
into force in Hay. 


C harlene Barshefsky 
has a reputation as a 
relentless negotiator. 
Her nickname. Stonewall, 
was earned during countless 
face-offs over access to other 
countries’ markets. 

One of those trade rows is 
about to come to a head 
when the World Trade 
Organisation rules - perhaps 
as early as tomorrow - on a 
complaint, brought an behalf 
of Kodak, the US film com- 
pany. Many say the case 
amounts to a judgment on 
Japan’s economic system. 

Yet, after five years of con- 
tending that Japan's distri- 
bution system is so impene- 
trable and Its restrictions on 
competition so widespread 
as to constitute a trade bar- 
rier, Ms Barshefsky believes 
events have overtaken the 
case. 

Asia's financial crisis, she 
contends, will at last force 
reform in the country which 
has been a sparring partner 
on almost every trade issue 
from cars and semiconduc- 
tors to glass and film prod- 
ucts. 

“The market Is telling 
Japan it cannot delay 
reform," the US Trade Repre- 
sentative said in an Inter- 
view this week. “It has to 
take bold and decisive 
action." 

Ms Barshefsky argues that 
the outcome of the Kodak 
case before the WTO dispute 
settlement panel does not 
much matter. "Whether we 
win. or partially win the 
case, or don't prevail, I think 
the forces at play in Japan 
are much stronger now than 


the contribution of the 
case." 

However, many Japan ana- 
lysts in the US - having 
heard numerous Japanese 
pledges In the past - view 
this as ' wishful thinking . 
“It’s bizarre if anyone thinks 
the Japanese market is 
going to change, particularly 
when its economy is doing 
worse," said one lawyer. 

However, Ms Barshefsky 
contends that the markets’ 
message was reinforced by 
President Bill Clinton when 
he met Ryutaro Hashtmoto, 
Japanese prime minister, in 
Vancouver last week. “He 
said it was critical that 
deregulation move at an 
accelerated pace," said Ms 
Barshefsky. And the prime 
minister agreed to deliver a 
package of reforms by mid- 
December, looking especially 
at distribution." 

Tokyo has also pledged it 
will review the controversial 
Large Scale Retail Store 
Law, Which protects small 
businesses that are less 
likely to use foreign prod- 
ucts. The law has long sym- 
bolised Japan’s closed mar- 
kets. 

Since succeeding Mickey 
Kantar - a close friend of 
the Clintons - as trade rep- 
resentative. Ms Barshefsky 
has been credited with 
important negotiating victo- 
ries. Last December she 
helped - sew up a global 
agreement phasing out tar- 
iffs on Information technol- 
ogy. In February she 
directed US negotiations to 
an agreement which swept 
away barriers in telecommu- 


nications services. 

A slight, elegant woman 
and a respected trade lawyer 
before moving into govern- 
ment, Ms Barshefsky has 
mastered her trade brief - 
whether peering over 
half-moon reading glasses or 
arguing that the US will be 
relegated to the sidelines if 
she is unable to negotiate 
new trade agreements. 

She has had a tough slog 
for most of this year, how- 
ever. After she “consulted” 
for months with hundreds of 
congressmen. President Clin- 
ton was forced to shelve her 
version of le gisla tion giving 
him new “fast-track" trade 
negotiating authority. Only 
40 out of 106 House Demo- 
crats could be persuaded to 
support it. 

Ms Barshefsky says she 
will again consult with the 
congressional leadership and 
return early next year to 
renew the fast-track crusade. 

Most observers blame the 
failure of the fast-trade effort 
on the White House and 
business groups, saying both 
did too little too late to mobi- 
lise public support behind 
trade expansion. “For Charl- 
ene, it was mission impossi- 
ble,” says one trade lobbyist 

Ms Barshefsky argues a 
small group of anti-abortion 
Republican congressmen 
held the fast-track issue as a 
“hostage” to their demand 
that the president reduce 
international family plan- 
ning aid. The president, who 
had already engaged in end- 
less arm-twisting and com- 
promise, drew the line and 
postponed the vote. 


Fast-track - under which 
Congress transfers some of 
its authority to the president 
by promising not to amend 
trade deals - has always 
been a “tough sell”, she 
says. “We will have to assess 
our particular difficulties 
and then proceed accord- 
ingly. The shape of the bill, 
the precise timing has yet to 
be resolved.” 

Next week Ms Barshefsky 
will oversee the US negotia- 
tion on a long-delayed multi- 
lateral financial services 
pact. In 1995 the US walked 
away from the talks, refus- 
ing to commit itself to keep- 
ing Its markets open without 
better offers from Asia and 
Latin America. 

This time the administra- 
tion has poured “substantial 
resources” into the effort. 


Officials have visited 40 capi- 
tals, some more than twice, 
offering technical aid. They 
have also met regionally 
with groups of countries. 

Ms Barshefcky is cautious 
about the outlook. “There 
are somewhere between 10 
and 12 counties that have 
either not put offers on the 
table or have not improved 
their offers. We can’t 
the prospects until the coun- 
tries put their offers In writ- 
ing." 

She does not mention that, 
according to a lobbyist dose 
to the talks, some of the 
offers have been withheld at 
US request so countries with 
poor offers will not discour- 
age others from improving 
their packages. But good 
lawyers know what to leave 
in and out of their briefe. 


UK contractor halts Bangkok work after payments freeze 


By Andrew Taylor in London 
and Ted Bardacke In Bangkok 

United Utilities of the UK has baited 
work on a sewerage scheme for Bang- 
kok because payments have stopped. 

The project is the latest in a series of 
high-profile infrastructure develop- 
ments in Thailand and other south-east 
Asian countries which have been 
halted or postponed because of the 
region's financial crisis. 

The Bangkok Metropolitan Author- 


ity, however, denied that payments to 
United had been withheld because of 
the country’s financial problems. It 
blamed a previous contractual dispute 
for the difficulties which it said must 
be resolved before payments could 
resume. 

United Utilities, which has made a 
£90m ($150tn) provision to cover 
potential losses on the contract, 
has complained about difficulty In 
getting access to parts of the 
new sewerage network designed to sup- 


ply lm people in central Bangkok. 

Access problems and a requirement 
for additional pipework has severely 
delayed the contract which was 
awarded for £150m in 1993 and had 
been due to be completed last year. 

United, which has several large 
claims outstanding against Thai 
authorities for additional payments, 
said Its printing provision was suffi- 
cient to cover any further losses on the 
work which was at an advanced stage. 

The latest conflict, however, has 


coi nci ded with a severe cash squeeze 
on the Thai authorities foil owing the 
country’s currency crisis. 

The Thai government in October can- 
celled a S3.7bn contract with Hopewell 
Holdings, the Hong K ong -based infra- 
structure developer, which was build- 
ing a much needed privately financed 
mass transit system in the capital. 

Other south-east Asian countries 
have been experiencing similar prob- 
lems. Indonesia has postponed develop- 
ment of 14 out of 29 proposed new 


power plants while Malaysia has moth- 
balled several large infrastructure pro- 
jects, including the controversial 

Raid in dam. 

United Utilities formed last year by 
the merger of North West Water and 
North West Electricity, has ceased bid- 
ding for construction contracts for 
water schemes following its problems 
in Bangkok. 

Not all UK companies are pessimistic 
about the Thai water industry. Thames 
Water International says its water nip- 


ply system for the Pathum T hant area 
on the northern edge of Bangkok 
should he ready for commissioning 
early next year. 

Thames will sell water to a govern- 
ment agency, the Provincial Water- 
works Authority (PWA), which wffi be 
responsible for collecting payment 
from consumers. "We should be all 
right because the price we sell water to 
the PWA is less than what the PWA 
charges its customers,” said Pita Irrtar- 
atood, director of Thames in Thailand. 
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Covent Garden board is accused of inadequate financial planning 

MPs call on opera chiefs to quit 


By Antony Thom croft 
in London 

Chris Smith, the chief 
m i n ister for culture, put 
himself on a collision course 
with the management of 
London’s Royal Opera House 
yesterday as he bached a 
tough House of Commons 
report which called far 
resignations. 

Gerald Kaufman a former 
Labour minister, said that 
“the current board should 
dissolve itself and the chief 
executive should resign with 
immediate effect". Alterna- 
tively, the Royal Opera 
should go private, relin- 
quishing its annual £i5m 


($25m) Arts Council grant 
He spoke with the unani- 
mous support of the culture, 
media and sport committee, 
which he chairs. 

The report catalogued a 
series of errors, ranging 
from inadequate financial 
controls which almost led to 
insolvency in the summer; 
pom* planning for the cur- 
rent 2V* year closure period 
while Caveat fi ^rrfan. the 
opera's home, undergoes a 
£21 4m refurbishment; and 
sharp practice daring the 
appointment of Mary Allen 
as chief executive In May. 

The position of Ms Allen - 
who joined the Royal Opera 
from the Arts Council. 


where she was secretary- 
general - is uncertain. "I 
entirely reject the criticisms 
of the committee's report of 
my conduct at the time of 
my appointment in May,” 
she said yesterday. 

The committee had no 
complaint of her managerial 
competence but maintained 
"her conduct fell below the 
standards to be expected of 
the principal officer of a pub- 
lic body". Ms Allen has only 
been running the Royal 
Opera for three months and 
has helped introduce stron- 
ger financial controls. She is 
keen to stay and her trustees 
might well sacrifice them- 
selves on her 


The committee has no 
direct power but it puts con- 
siderable pressure on Mr 
smith. He responded diplo- 
matically yesterday. “3 share 
the committee’s view that 
substantial changes are now 
required, but I hope that you 
will' agree that it is impera- 
tive that the nature and tim- 
ing of any such rfang w in 
the direction and manage- 
ment of the Royal Opera 
House should be such as to 
achieve the objectives of sus- 
taining the house and com- 
panies.” 

Discussions will take place 
in the next few days between 
Mr Smith «tiH Lord Chad- 
llngton, chairman of the 


Royal Opera, who is critic- 
ised In the report for leaving 
the position of finance direc- 
tor vacant for a year. It is 
believed that Lord Chadhng- 
ton would be willing to 
resign if it is considered to 
be in the best interests of the 
Royal Opera. 

Mr Smith may accept 
some board resignations 
while appointing new mem- 
bers. There are only nine 
trustees: there could be 16. 
He wffl be anxious, however, 
to keep on board Mrs Vivien 
Duffield. who heads the 
Royal Opera House Trust, 
and who has already raised 
£75 m of the £100m needed 
for the rebuilding. 


Bone ban awakens Brussels memories 


But the latest 
beef move is on 
a different scale 
to the events of 
March 1996 

By Michael Smith 
in Brussels 

There was a powerful sense 
of d&ja vu in Brussels yester- 
day as the European Com- 
mission and the UK's 14 
European Union partners 
digested the latest British 
developments on “mad cow 
disease”. 

“It’s just like last time,” 
said one EU official, refer- 
ring to March 1996, when the 
UK announced a probable 
link between BSE - or mad 
cow disease - and its human 
equivalent, Creutzfeldt- 
Jakob disease. 

“First news leaks out and 
then the government makes 
a big set-piece to parliament. 
It is followed by wall-to-wall 
negative news coverage and 
consumer confidence takas a 
huge dive," the official 
added. 

In reality, the effects of 
yesterday’s announcement 
are on a different scale to 
those of 21 months ago. 

But there could be fall-out 
for UK hopes of getting the 
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ban on its beef fitted; for a 
potential trade dispute 
between the US and the EU 
over a Brussels ban on the 
use of specified cattle deriva- 
tives; and for the sale by 
other countries of their beef. 

The Commission will ask 
its veterinary experts to 
carry out an immediate 
investigation of the UK com- 
mittee’s findings. 

The initial view among 
officials was that the UK’s 
concerns about bone marrow 
were at odds with previous 
findings of EU veterinary 
experts, who consider mar- 
row to be low on the list of 


cattle parts most at risk of 
carrying RgE- 

However, if EU scientists 
were persuaded of the UK 
arguments, there would be 
pressure for a bone-in-meat 
ban to be spread throughout 
Europe. 

Although the UK has by 
far the highest meiri gnee of 
BSE among European coun- 
tries. the disease has now 
been detected in a majority 
of EU countries. 

This week Luxembourg 
became the latest country to 
be affected, albeit with only 
one case detected. It joined a 
list consisting of Ireland. 


France. Portugal, Belgium, 
the Netherlands and Ger- 
many. 

• The latest figures show 
that 22 people bad died from 
nvCJD in the UK by the end 
of October. 

. Government policy over 
BSE and CJD is led by its 
Spongiform Encephalopathy 
Advisory Committee, a 
group of 12 medical, veteri- 
nary and other scientific 
experts chaired by John Pat- 
tis on, dean of t.hp medical 
school at University College 
London. 

Seac’s latest advice, which 
led to the bone ban. results 


from new experiments by 
government scientists. Previ- 
ously, infectivity has been 
found only in the brain, eye. 
spinal cord and small intes- 
tine. 

The scientists fed large 
doses of BSE by mouth to 
experimental animals 
selected for their susceptibil- 
ity to infection. 

They found clear evidence 
of infectivity in nervous tis- 
sues called "dorsal root gan- 
glia”, which lie within the 
bones of the spinal column 
and would be left with the 
bones when meat is cut off 
the spine. 


Struggling fanners face fresh setback 


By Julietta Jovrit In Cardiff 

Beef prices, which have fallen by 
half, are only part of the reason for. 
the anger of farmers in Wales, 
Peredur Hughes, who keeps live- 
stock in the north of the region, said 
yesterday. 

This week has seen blockades at 
two Welsh ports of trucks arriving 
with beef from the Republic of 
Ireland. A consignment of frozen 
burgers was flung into the sea at 
Holyhead on Monday. 

“During the BSE [mad cow dis- 
ease] crisis there were other areas of 


the industry doing well,” Mr Hughes 
said. “For example. I was losing on 
my beef but gaining something on 
my lambs - not so much, but it kept 
our spirits up. This year the price of 
lamb is down 30 per cent, the price 
of beef down about 50 per cent and 
the price of crops down 40 per cent” 

Costs imposed by restrictions in 
the aftermath ctf the BSE crisis are 
also pinching margins. Morgan 
Thomas calculates he has already 
made losses of £70 (5117) to £80 a 
head on stickler calves bought only 
recently. 

Yesterday’s government 


announcement of a ban on beef on 
the bane threatens to throw an even 
deeper gloom over the already 
despondent markets, he said. T 
don’t know whether this is going to 
bring it all back into people’s minds 
and frighten them again. It’s really, 
really w orryi ng.” 

David Williams, who forms on the 
border with England and chairs the 
National Farmers Union of England 
and Wales national livestock com- 
mittee, warns that many formers are 
on the verge of bankruptcy. “I have 
seen accounts op and down the 
country, they are really horrendous. 


They are going to cause great diffi- 
culty and we are going to see form- 
ers go bankrupt if the situation 
doesn’t improve fairly quickly.” 

Mr Hughes says a new generation 
of formers is in danger of abandon- 
ing their family businesses, includ- 
ing his sous, Llyr, 24. and Dewi, 22. 
“They are seriously considering 
whether they should come into agri- 
culture. Is there a future there?” 

In Holyhead unemployment is run- 
ning at 12 per cent to 13 per cent, 
and the cattle market at nearby 
Llangeftii is closing because of a lack 
of business. 


Gas growth curbed to 
protect coal industry 


Ford staff urged 
to accept 8.75% 


By Simon Hotoerton 
and David Wighton 

The government yesterday 
ann ounced a moratorium on 
permits for new gas fired 
power stations in a move 
designed to improve the 
medium-term outlook for the 
UK coal industry. 

The decision came amid 
demands from MPs and the 
industry for something to be 
done to avert the potential 
loss of 5,000 jobs in the deep 
min e coal industry. A House 
of Commons trade commit- 
tee Inquiry heard that the 
coal industry faced a “cliff 
edge” next spring when long 
term contracts that sustain 
it expire. 

RJB Mining . Britain's big- 
gest coal mining company, 
faces a 10m tonne shortfall 
in orders next year and may 
be forced to close five to 
eight pits. Representatives of 
colliery owners and their 
unions lobbied MPs to 
approve a range of mea- 
sures. They included the cut- 


ting of an Anglo-French elec- 
tricity link that supplies 5 
per cent of power needs in 
England and Wales and the 
cessation of new gas sta- 
tions.. 

But John Battle, energy 
minister, rejected sugges- 
tions that the government 
should subsidise the indus- 
try. “It is difficult to under- 
stand how the government 
could send a cheque to this 
company,” he told MPs. “It’s 
a private company, so why 
should the government give 
it cash?” 

Later the trade and indus- 
try department dismissed 
suggestions from Richard 
Budge, RJB’s chief execu- 
tive, that the government 
could h el p his company over 
its difficulties by purchasing 
20m tonnes of coal over the 
next two years. “That's not 
the business we’re in,” the 
department said. 

Mr Battle said his worries 
about gas fired power sta- 
tions bad been prompted by 
reading an article in the 


Financial Times last week 
which reported the concerns 
of National &id, the elec- 
tricity distributor, that gas 
stations posed a threat to the 
security of supply in Britain. 

Mr Battle said he had 
“serious new concerns on 
security and diversity of 
energy supplies”. He said he 
had requested National Grid 
and the Energy Advisory 
Panel to investigate 

Officials from the trade 
and industry department 
said the government had 
been advised it could use 
this new information to jus- 
tify its action in the event of 
a legal challenge. 

But the department’s own 
evidence to the committee 
indicates that the cessation 
of gas permits would do 
little to halt coal's decline. 
The department forecasts a 
market of only 24m tonnes 
for power station coal by 
2000 - down from 53m 
tonnes last year. 

See Lex 


By Robert Taylor, 
Employment Editor 

Trade union negotiators at 
Ford’s UK offshoot agreed 
yesterday to recommend 
acceptance of an 8.75 per 
cent pay increase spread 
over the next two years to 
their 19,500 members. Any 
agreement is likely to affect 
bargaining in the rest of 
industry* 

Soundings by union offi- 
cials in factories over the 
past two weeks found little 
desire for industrial conflict, 
although many nni<wi offi- 
cials regret Ford’s refusal to 
reduce the length of the 
basic working week which, 
at 39 hours, the longest in 
the UK auto industry. 

The Ford deal will be put 
to workers for approval and 

the result wifi be known on 

Friday next week. It pro- 
vides for a 4^ per cent 
increase in the basic wage 
rate this year with a further 
rise in November 1998 equal 
to the increase in the retail 


price index plus 0.5 per cent 
or 4£5 per cent - whichever 
is the greater. The present 
inflation rate is 3.7 per cent 

The Ford offer is in line 
with the high level of wage 
deals in the auto industry 
which are almost all run- 
ning at above 4 per cent on 
basic rates. Most companies 
in the sector are carrying 
out the second stage of two 
or three year deals. 

Ford’s Jaguar offshoot 
recently agreed a 4.1 per 
cent improvement in basic 
pay in the second part of a 
two year deaL 

The latest settlement at 
BMW’s Rover subsidiary 
was for a 4.5 per cent 
increase in the first stage of 
a three year agreement 
which lasts until 1890. 

The only auto company 
settling below 4 per cent Is 
the VauxhaB udt of Gen- 
eral Motors which increased 
basic rates from September 
by 3.3 per cent as part of a 
two year agreement that 
ends in 1998. 


UK NEWS DIGEST 

Chinook probe 
calls rejected 

The House of Commons defence committee yesterday 
rejected appeals to hold an inquiry into the 1994 Chinook 
helicopter disaster in which 25 senior intelligence experts 
perished on the Mull of Kintyre in Scotland. Hie decision 
was described as “profoundly disappointing” by Menzies 
Campbell, defence spokesman for the opposition Liberal 
Democrats and a senior committee member, who has said 
the RAFs verdict - that the two deceased pilots were 
guilty of gross negligence - was “unsustainable”. 

“From the information available to me. I am by no 
means satisfied the necessary standard of proof to justify 
this verdict in terms of the RAFs own regulations has 
been met,” said Mr Campbell. “Unfortunately, I was 
unable to convince the committee to take this view”. Mr 
Campbell predicted the MPs across the Commons would 
continue to press for a review of the RAFs verdict. 

“There is a considerable amount of public anxiety about 
this incident and the committee is ideally placed to inves- 
tigate," he said. 

Denise Gregory-Smith. the mother of a military passen- 
ger on the Chinook, said the committee's decision 
amounted to a “cover-up”. She said: “The pilots should 
not be blamed. No one knows what happened as there 
was a fire and all the evidence was burned.” Bruce 
George, the committee's chairman, said the issue was “too 
technical for the committee to handle", and there was not 
enough time for an inquiry. Liam Haltigan 

■ LOW-COST AIRLINES 

EasyJet in talks with Rotterdam 

Easy Jet, the UK-based low-cost airline, said yesterday it 
was talking to Rotterdam airport about becoming the car- 
rier’s new base in the Netherlands. The discussions follow 
Easy Jet’s difficulties competing against KLM of the 
Netherlands at Amsterdam’s Schipho! airport. EasyJet, 
which is based at London’s Luton airport, lost month told 
the European Commission that it was withdrawing a com- 
plaint against KLM after the Dutch carrier stopped its 
alleged anti-competitive behaviour. EasyJet began flying 
from Luton, to the north of London, to Schipbol last year 
despite warnings that the London-Amsteidam market was 
highly competitive. Stelios Haji-Ioannou. EasyJet’s chair- 
man, said yesterday that it might be easier to operate at 
Rotterdam than at Schiphol, where it was difficult to 
acquire take-off and landing slots. He said that while 
EasyJet might continue to fly between Luton and Schip- 
hol. Rotterdam looked more attractive as a base for the 
airline's prpansinn p lana in the Netherlands. Mr Haji- 
Ioannou is considering flying from the Netherlands to 
Nice and Barcelona. 

Roland Wondolleck, Rotterdam airport's director, said 
he was keen to attract a low-cost operator. He said the air- 
port, which is owned by Schiphol, had been talking to 
EasyJet for two years. Michael Skapinker 

■ DOMESTIC ROUTES 

B Midland aims at Manchester 

British Midland is expected to announce next week that it 
intends to begin flying from London’s Heathrow airport to 
the northern city of Manchester, triggering a price war 
with British Airways on the route. The move would also 
increase co-operation between British Midland and Luft- 
hansa of Germany, which flies from Manchester to sev- 
eral German cities. British Midland is expected to under- 
cut BA's fares on the London-Manchester route. British 
Midland refused to comment but said it would make a 
statement on Monday. Michael Skapinker 

■ INVESTMENT IN WALES 

Battery maker to enlarge plant 

Yuasa Corporation of Japan is to enlarge its battery mak- 
ing operation in south Wales. Yuasa’s expansion is the 
fourth at the site since it opened 15 years ago and takes 
the total workforce to more than 800. Hie company is the 
second biggest private sector employer in the area. The 
news is the second Japanese investment announcement 
fix- Wales in two weeks, following the unveiling by Pana- 
sonic of a £15m ($25m) research and development site in 
Cardiff. David Rowe-Beddoe, chairman of the Welsh 
Development Agency, said the news highlighted the 
importance of expansion projects, which have accounted 
far £4bn of the £Lltm overseas investment in the region 
since 1983. Juliette Jowit. Cardiff 

■ SOCCER 

Honorary knighthood for Pele 

Pele, the Brazilian soccer 
star who was recently 
voted the greatest player of 
all time and is now his 
country's sports minister, 
yesterday received an hon- 
orary knighthood in Lon- 
don from Queen Elizabeth. 
He emerged from Bucking- 
ham Palace wearing the 
cross and star of an honor- 
ary Knight Co mman der of 
the British Empire and 
said: “This makes me feel 
very, very happy; I thank 
the British people for their 
trust in me and for believ- 
ing in my work. I will con- 
tinue to work hard for 
sport in society.” Pele is in Britain with his country's 
president, Fernando Henrique Cardoso, who is on a state 
visit "The British people, as always, have shown the 
importance of sport and of Pele - he is ranked number 
one,” said the president 

■ INSURANCE 

Trade associations plan merger 

Two London insurance market trade associations said 
yesterday they planned to merge. Urraa, which repre- 
sents mare than 100 non-marine insurers and reinsurers, 
and the Institute of London Underwriters, which com- 
prises marine and aviation insurance companies, said a 
merger would enable them to represent better the inter- 
ests of their members and enable them to cut running 
costs. Members will meet to approve the merger plans 
later this month. Christopher Adams 


Standards board alters rules on accounting for goodwill 




By Jim KeOy, 

Accountancy Correspondent 

The managements of companies 
that pay too much to acquire 
other businesses will be more 
accountable to shareholders 
thanks to new mandatory rules 
published today by the UK's 
financial reporting watchdog. 

Sir David Tweedie. head of the 
Accounting Standards Board, has 
decided to end two decades of 
debate over how to account for 
goodwill - the difference between 


the price of a company and the 
sum of its assets. 

Around 95 per emit of UK com- 
panies currently write off good- 
will to reserves- They can capital- 
ise goodwill on the balance sheet 
but they have to amortise it over 
a set period - which depresses 
future reported e a rn i n gs. 

In future they will have to capi- 
talise and amortise goodwill 
bringing the UK in line with the 
rest of the world: Theoretically 
should watfl no difference to 
the share price, as fixture cash- 


flows are not affected. “Goodwill 
will be shown alongside a compa- 
ny’s assets to reflect the fact that 
it is part of the cost of buying a 
business - a cost for which man- 
agement remains accountable,” 
said Sir David. 

Roger Davis, head of auditing at 
Coopers & Lybrand, said: “There 
has been a tendency towards over- 
payment over the years. This will 
make people think a little harder 
about the prices they pay in 
acquisitions” 

The board’s proposals - which 


mirror a draft published last year 
- will stop companies boosting 
returns by writing off goodwill 
but reaping tha benefits of added 

PATTimg S 

Steve Cooper, accounting ana- 
lyst at UBS. said that as a result 
some perfectly sound acquisitions 
would be earnings dilutive - at 
least in the early years. “Some 
acquisitions may not happen as a 
result - and managements will 
have to find ways of justifying 
purchases in other ways,” he said. 

Companies can escape enforced 


amortisation if they can show the 
goodwill has not wasted away. 
They would do this by using an 
"impairment test” designed to 
predict future cashflows from a 
brand, publishing title, franchise 
or other element of goodwill. 

The novelty of the impairment 
test has been taken up by interna- 
tional standard setters. Today 
Dennis Beresford, former chair- 
man of the US standard setting 
board, will call on the US to fol- 
low the proposals and take a step 
towards global harmonisation. 


The UK standards board's deci- 
sion to go ahead with the new 
goodwill rules was not unani- 
mous. Ray Hinton, a partner at 
Arthur Andereen and one of the 
10 board members, said he could 
not agree with the standard. 

"You are adding to the balance 
sheets of corporate Britain bil- 
lions of pounds that users and a 
sophisticated business community 
have always regarded with enor- 
mous scepticism,” be said. 

See Lex 


EU accord 
on tobacco 
adverts 
expected 
today 

By Michael Smith 
in Brussels 


European Union nations are 
expected today to reach 
agreement on banning 
tobacco advertising in a deal 
which Is likely to allow 
sponsorship of Formula One 
motor racing and other 
“world level activities" to 
continue for at least seven 
years. 

Although Germany, 
Greece, Austria and Den- 
mark were last night lining 
up either to oppose the ban 
or withhold support for It, 
other nations - Including 
the UK - were increasingly 
confident that the proposals 
could be adopted after eight 
years of wrangling. 

“The odds of the directive 
going through are pretty- 
good," said one diplomat. 
The European Commission - 
the EU's executive, which Is 
normally cautious on mak- 
ing predictions ahead of 
member state meetings - 
said that there was a reason- 
able chance of achieving a 
“qualified majority". 

But with three substan- 
tive issues to be resolve by a 
meeting of the 15 health 
ministers today, there was 
still a possibility of an 
upset. Mr Padraig Flynn, EU 
health commissioner, has 
warned that he may with- 
draw the directive propos- 
ing the ban if a deal is not 
reached today. 

There is likely to be 
beated debate about the 
time which Britain and 
other countries can exempt 
sports from the sponsorship 
ban. Mr Flynn has indicated 
he wonld accept a seven- 
year gap between the direc- 
tive's fall implementation 
and exemption being with- 
drawn. This conld be 
opposed by countries includ- 
ing Finland. France, Portu- 
gal and Italy, which already 
have bans. 

There will also be contro- 
versy about restrictions on 
companies using logos asso- 
ciated with tobacco products 
on other products. Some 
states want companies who 
market a range of products 
including tobacco he 
allowed more freedom to use 
their logos. 

Under the proposed direc- 
tive, member states will be 
able to continue existing 
sponsorship of “world level” 
events for a period to be 
defined. But the sponsorship 
money will have to decrease, 
as will the visibility of 
advertising at the events. 
Countries will decide them- 
selves what constitutes a 
world event. 

The Commission says the 
ban is justified because it is 
part of its plan to complete 
plans for a single market, 
and EU treaties make provi- 
sion for health protection. 

Final adoption of the 
directive Is unlikely before 
the middle of next year and 
could take much longer. 


LEGAL NOTICE 

No.IM.M4of 1997 

W THE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 

IN THE MATTER OF 
HER (UK) LIMITED 
-aad- 

IN THE MATTER Of THE 
COMPANIES ACT 1*85 
NOTICE IS HEREBY GIVEN dal hy an 
Order dacd 9 October 19*7 the Cowl tut 
ifccctnl a at die treurdi and Nov 

Insurance Crediiora las defined In Uir 
proponed Scheme irf A na npcmcm referred 
to below i of HIR iVKl Limited i“rlte 
Company T to be convened (or 0* fanpore 
of CB ffn l e nnfi and if Ihnuphl fit approving 
I with or without modification I a solvent 
Scheme of Arr a n g e m ent proposed ip he 
made between die Condon, ml in baumh 
and Non- Insurance Creditor, thereby all 
hatalitiea will be fund in foil ml dot andi 
tneelinfi will he held ai I So City Road. 
London ECIV 2NU on 22 January I** at 
I UD ajn. at wtutfc place aid time all tbc 
and Insureds and Nod Insurance Creditor, 
arc Kqunfedtoanend. 

Any person emit led to attend the laid 
meeting can obtain copiea of the maid 
. Scheme of Arrangement. Voting Form, 
I incorporating forma of ptosyt and 
Esplinalory Statement required lo be 
fuimibed ponuani to Section 42b of tire 
aa n pa tdca Act 1983 a fe tcpscred office 
erf die Company name at 8-10 Sl Sntan 
Wtarf.imi5nra.LiwJon SE1 CBE.il (he 
office of Danes Arnold Cooper amrete at t> . 
8 Barrens Street. London EC4Y WO and 
at the office of Robson Rhode* situate at 
lib Chy Road. London ECIV 2NU between 
die hour, of 10 un and « pin. on normal 
worlin* day, Ictcludrtg public holiday 1 1 
until the dose of tbc mcctaig convened by 
the Court. 

The uid Insured* and Non-fninrancr 
Creditors may vow in person at the uld 
meeting or they may af^oM another person 
as their ptvty to attend aid vote in their 
stead. 

It Is requeued dm Voting Forms be lodged 
with Robson Rhodes of 18b City Road, 
London ECIV 2ND Ref U b> close of 
Barren on 19 isaory 1998 hut if they aw 
not so lodged, drey may be handed in irdie 
restoration desk ai tbemccpng at which 
they are to he uni 

By the said Order tire Court has appormod 
!m kfatiaD a dbecH* of dre company oT 8- 1(1 
Si Sn«<our‘s Wharf. Mill Stmt. London 
SCI 2BE » net as Otamtrea of the muffing 
and ha* dtreoed die Ctamnan to report die 
remits thereof ta tire Court. 

Tbc said Scheme of Arr an g emen t w{|| be 
subject to tbe subsequent approval of the 
Cowl 
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TECHNOLOGY 


Stephen McGookin looks at the logistical challenge of the world's biggest sports event 
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soccer IT 


I n football, it is often said 
that the best referee is the 
one the Cans never notice. 
Gerard Gouilloiz and his col- 
leagues at EOS, the US informa- 
tion services group, have been 
bearing that in mind while build- 
ing the information technology 
backbone for what they hope 
proves to be a fault-free World 
Cup tournament next year. 

“We want to help France share 
the beauty of the game with the 
world," says Mr Gouillou. 

As this evening’s draw in Mar- 
seilles emphasises, the logistical 
challenge of organising the 
world's biggest sporting event is 
a considerable one. Regardless of 
how carefully planned and tested 
the i nf ra s tructure is, thing s can 
still go wrong, as at last year's 
Olympic flamufi. when IBM had 
to overcome initial difficulties 
with its online results network. 

From the moment the first 
game kicks off on June 10 1998, 
the World Cup finals will last 33 
days, with 37bn people worldwide 
expected to watch on television. 
The 1994 tour name nt in the US 
attracted 31.7bn viewers, while 
the Atlanta Olympics drew an 
audience of about 20bn. 

On the ground, 5L5m spectators 


will attend the 84 matches featur- 
ing 32 teams at 10 venues, along 
with 10,000 accredited journalists 
and broadcasters. They will be 
marshalled by 12,000 volunteers 
and 550 permanent employees. In 
all. 50.000 accreditations will 
have to be organised, as Mr 
Gouillou says, “to allow people to 
go only where they are entitled 
to go". 

The job of bringing together all 
the elements in the strategy fails 
to P hilli ps Verveer, the organis- 
ing committee’s IT director. “The 
greatest challenge is to be ready 
on time," he says. “Everyone 
knows when the opening game 
will be, and there’s no possibility 
of any move. Also, everything 
has to work perfectly from the 
first day." 

Installing and implementing 
the hardware - about 12,000 
workstations and 100 servers 
across 100 local area networks - 
will have to be done within a few 
weeks from May, when the stadi- 
ums are finally ready. 

When the tournament organis- 
ing committee was set up in 
December 1993. Mr Verveer was 
the first departmental head 
appointed, indicating the impor- 
tance laid on getting the IT provi- 
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The World Cup IT mission aims to provide I n f o r ma tion efficient l y 


slon right An turn, Mr Verveer 
emphasises the need to choose 
the right partners. EDS and the 
other IT p a rtners - Hewlett-Pack- 
ard, Sybase and France Telecom 
- all have experience of big 


If I am causing 
trouble, I can be 
easily identified and 
banned from any 
other games' 


events, and they bad the opportu- 
nity for testing during a dry run 
last summer - the he Toumai 
contest between England, France, 
Brazil and Italy. 

Mr Verveer describes the IT 
mission as dedicated to the effi- 
cient management of informa- 


tion. not just during the games 
themselves, but in the long prep- 
aration stage as countries qualify 
to go to France. 

The official web site 
iuimoJrance38.com has been pro- 
viding a winning account of the 
tournament at each stage, while 
World Cup Online, the main con- 
tent engine, will drive all the 
public and press information dur- 
ing the finals. 

Sybase development tools 
using its adaptive component cli- 
ent/server architecture will be 
used in all elements of the tour- 
nament planning, as well as wm. 
ning all the standard business 
systems like finance and account- 
ing associated with an undertak- 
ing of this size. 

For the visiting press, a first 
will be the availability of indexed 
video through the World Cup 


Online intranet, allowing users to 
request clips indexed by player, 
team or incident - such as goals, 
penalties or red cards. 

Ticket reservation sales began 
in France in May 1996, partly 
using the national Minltel sys- 
tem. Until this evening’s draw, 
though, it was not known which 
teams would be playing in each 
game at each venue, so Mr Ver- 
veer says he has been selling 
“virtual tickets for virtual 
games”. “In January and Febru- 
ary nest year we will start to 

convert reservations into actual 
tickets.” Football authorities bo 
each qualifying country will also 
be able to start selling their tick- 
ets through official tour opera- 
tors. 

A 3D view c£ the pitch from 
each numbered sea: can be called 
up from the stadium database; 
from a security point of view, the 
organisers should be able to 
know who is occupying each seat 
or group of seats. “If I am caus- 
ing trouble, I can be easily identi- 
fied and banned from any other 
games," says Mr Gouillou. 

He points out that the whole 
approach is a “24/7” - 2i hours a 
day. seven days a week - opera- 
tion, with extensive back-up and 
disaster recovery plans. 

Mr Verveer. meanwhile, admits 
he works for an organisation that 
has “no past and no future. We 
will cease to exist when the 
books are closed after the final 
game,” he says. 

When that happens, be is confi- 
dent ft will not just be the n 
players parading the trophy who 
are a winning team. 


h 



biodegradablc plastic bag sa> * 
it has overcome these problems. 
Symphony Environmental has 
developed a degradable refuse 

sack which takes two to five 
years to disappear less if 
subjected to heat. When it 
degrades. It produces heat and 
carbon dioxide or carbon 
monoxide. The bags cost the 
same as non-degradable bags. 

Symphony Erwiromnemal: 

UK tel (0)281 3075m fax (MSI 
2075960 


Personality key to 
heart disease 


Bio Avenir’s triumph of fratemite 


F rance’s Bio Avenir, an unusual 
research partnership between pri- 
vate and public sectors, has drawn 
to a formal close with a large scientific 
conference in Paris. 

Participants from both aides say the 
FFrl.6bn (£16Qm) spent on Bio Avenir over 
five years has produced excellent returns. 
The measurable output includes 172 
patents and 528 scientific publications 
right across the life sciences. 

Equally important are the links forged 
between industrial and academic laborato- 
ries that had previously been deeply suspi- 
cious of each other. More than 500 scien- 
tists took part and 200 PhD students were 
trained through Bio Avenir. 

What makes Bio Avenir unusual for a 
national collaborative programme is that 
France's universities and the whole pano- 
ply of stale-funded research bodies (Centre 
National de la Research Sclentifique, Insti- 
tut National de la Recherche Agronomi- 


que, Institut National de la Sant6 et de la 
Recherche Medicate and others) collabo- 
rated with one company: Rhdne-Poulenc. 

Rhfoe-Poulenc provided FFrlbn for Bio 
Avenir, while the French government con- 
tributed FFrSlOm. 

“The results were far beyond our expec- 
tations," Jean-Rene Fourtou, chief execu- 
tive of Rh on e-Poulenc told the conference. 
“Although the formal programme is com- 
ing to an end, we should all. strive to 
allocate resources to continue the work of 
Bio Avenir. It is important for the govern- 
ment to continue to serve as a catalyst, 
even if it cannot contribute at the same 
level as before." 

But Claude Allegro. France's research 
minister, replied uncompromisingly. “We 
do not intend to finance research by big 
companies. They should do that them- 
selves." 

Instead, the government's priority is to 
stimulate small, entrepreneurial biotech- 


nology companies of the sort that are very 
common in the US but rare in France. “To 
us, the biotechnology sector Is an absolute 
priority. We want to support it." Mr 
AUSgre said. 

Rhbne-Poulenc too plans to do more to 
stimulate biotech entrepreneurs, said Phil- 
ippe Desmarescaux, group president "We 
shall give space to start-up companies. We 
shall host them for their incubation 
period, sharing their risks and making our 
equipment and laboratories available. 
Then they will have to go their own way." 

Meanwhile, Rhone-Poulenc is busily 
exploiting the rich results of Bio Avenir to 
develop Its own products and processes. 
For example: 

• In human health, the programme pro- 
vided the company with the technology it 
needed to set up RPR Gencell, a collabora- 
tion in gene therapy with 19 external labo- 
ratories. Their work on the p53 cancer 
gene is be ginning phase II clinical trials in 


the US. Other projects, which have not yet 
reached the clinic, include gene therapy 
for cardiovascular disease (to prevent 
arteries clogging up) and for diseases of 
the central nervous system such as Par- 
kinson's (to prevent degeneration, of brain 
cells). 

• In food and agriculture, there have 
been results in two directions: new plant 
protection chemicals (fungicides and her- 
bicides) and genetically engineered crops 
that protect themselves against pests and 
disease. Bio Avenir has also made “artifi- 
cial seeds” from embryonic plants. 

• In chemistry, the programme has used 
“combinatorial chemistry" to create a 
great diversity of new molecules for use 
throughout Rhbne-Poulenc's research. 
And biocatalysis - using enzymes to speed 
up chemical reactions - is opening up 
possibilities for dean recycling of plastics. 


Evidence bas emerged 
supporting the controversial 
theory that “type A" 
personalities - competitive, 

impatient and hostile - have an 
increased risk of heartattacks. 

A study published this week 
in the American Heart 
Association’s journal 
Circulation provides the first 
big evidence of a link between 
levels of mental stress and the 
blood vessel blockages that 
trigger heart attacks and 
strokes. 

The research on 901 Finnish 
men showed that the men 
whose blood pressure rose most 
when they performed difficult 
cognitive and memory tests 
also had the thickest blockages 
in the arteries that feed blood 
to the brain. The association 
was strongest among men 
under 55 years old. 

More research is needed to 
prove that mental stress causes 
blood vessel blockages and. If 
so, to uncover the mechanism. 
Frequent boots of high blood 
pressure during mental stress 
could damage the vessels’ walls 
or release hormones that help 
build up blockages. 

American Heart Association: 
tel 2147061173; e-mail 
wyneaertatamhrtorg 


Cheaper complex 
molecules 


Complex molecules that ploy 
important roles in medicine 
and industry are often 
expensive to make - costing up 
to £1.000 per gramme. A 
chemist at the University of 
Warwick has developed a 
technique for making complex 
structures that reduces costs to 
about £30 per kilogram. 

Traditionally, complex 
molecules are put together 
using chemical building blocks, 
which are synthesised from 
expensive starting materials. 
The Warwick chemists bare 
found a way of rising metal ions 
to assemble small organic 
building blocks into larger 
molecules. The techniques can 
be used to design advanced 
polymers, which could be used 
for everything from contact 
leases to drug capsules. 

University of Warwick: UK tel 
(0)1203 524107: e-mail 
mj. haTmoni.u-.iuancick.ac. uk 


Ultra violet rays 
made harmless 


Quick decay for 
plastic bags 


Clive Cookson 


The search for the perfect 
biodegradable plastic bag has 
met several obstacles. 
Environmental groups favour 
recycling and re-use of bags 
rather than the use of 
degradable plastics, which tend 
not to decay quickly in the dry, 
light-starved recesses of 
landfills. Although some 
degradable plastics perform 
well, they are too expensive for 
many applications. 

Hie maker of a new 


Ultra violet light can cause skin 
cancer if people are exposed to 
it for long periods. German 
researchers have developed a 
polymer coating that absorbs 
ultra violet rays and turn them 
into visible light. 

The scientists at the 
Fraunhofer Institute tor 
Applied Polymer Research 
found that the polymer 
coatings, which are transparent 
in visible light, can be applied 
to glass. If they are used to coat 
halogen bulbs, they remove the 
ultra-violet rays and intensify 
the colour and brightness. They 
could also be used to coat 
greenhouses. 

Fraunhofer Institute for 
Applied Polymer Research: 
Germany, tel 332S16332: fax 
332846317 
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HOGG R 


CARLSON WL 


Slow to turn? 
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Any doubts about selection? 


As ail canny travel managers know, sometimes the 
easy route isn’t the best one. Selecting a big name to 
keep things good and tight sounds like a simple and 
straight forward choice, doesn't it? But what happens 
when they fail to live up to their promise? When they 
lust don't seem lo understand exactly what you need? 
Your decision can quickly land you in some trouble. 


4,000 locations worldwide. Most importantly, we 
possess the attitude and approach that ensures 
we score where others don’t. 


How many times have so-called 'big signings' failed 
to perform? Exactly. Perhaps it’s time to select the 
only player who can consistently take on the rest - 
and beat them. 



Advertising release for sale of shares by direct negotiation 


The STATE OWNERSHIP FUND, a Ro m a ni a n public Institution baaed in Badmrest, 21 CA. Rosetti Street, sector 2, is offering for sale 
by direct negotiation a 419%% of tbc issued share capital of GENERAL TURBO SA. 



O Registered Office: Bucnresti.StcBaceoi.Dt 104, sector 4 . 

P Fiscal Code: 2603490 

P Registration no. n Coramenna] Register Offia.-: 140/26490(1992. 

P Inued stock capital, according to the latest records . 

at the Commercial Register Office: 52.418^00 thousand. ROL'. 

P Turnova m 1996: 39,879.431 thousand, ROL 
O Net profit in 1996: 531 4 23 thousand ROL 

P Main scope of activity: a) design, manufa cture and- mmi c tin g of the fonoiwiog:geflxn tarinnes. electric 
generators, dearie mottos, electric equipment pomps forpowWLgaaen tm n.pmposdc.lmtme^hive . 
Q Oinpr aawra,tnrfaine-driveam4)tow. other wahiiwri d productt t -«paie paste for ihe before menrioped in the 
'mdu&y of machine manufacturing; b) on side repain at die Client; after die equipment delivery 



Total number- of shares at a nominal value of ZS^MM ROL each: 2,096,744. 
The share ownership structure Is as follows: 


O Stale Ownership Fnnd 
O Hnanc iat Invest m e nt Company Mo n t ana 
O Shane owners Through mass privatization-. 
O Shares imigiwit In rtw, manager 


The offer for the 43-966% issued share capital, Le. 922^115 shares is 90.008J34 thousand ROL for Ro manian investors, or I24M6.74Q 
USD for foreign investors. 


The Com pany PRESE NTAT ION FILE required for subscription to the offer may be obtained at the State Ownership Fund, SOFRDA 
BUSINESS CENTRE. OFFERS DIVISION of the International Relations Department, Boeuresti. Sir. STAVROPOLEQS. nr.6 ohone 
04-01/3110495: 3123130: 3124231 and fox 04-01/3121841. daily between 8.00 and 16.00 hrs. ai apSce of 1,400 USD for foreign ciriJmw 
legal entities or ROL equivalent at National Bank exchange rate applicable on the PRESENTATION FILE purchase dale for Romanian citizens 
and legal entities. 


This sum has to be transferred in advance lo the State Ownership Fund accounts: no. 5314-00000024230007, in USD at the Romanian Bank 
fcr Fbtegn Ttede IBANCOREX) for foreign investors, or no. 1510980000607. in ROL. at the Romanian Bank for Developmem-Bucharest 
Branch (BRD-SMB) for Romanian investors. 


The minimal environmental conditions accepted for GENERAL TURBO SA TkiJcea are included in die company PRESENTATION FILE 


THE PRESENTATION FILE vrtU be released on presentation of: 
P a cop y of d ie payment order for the presentation file: 

O identity card (or pa ss po rt for foreign citizens); 

. P certificate from the bidding c om p an y. 


In order to participate in the negotiations, bidders are required to present evidence of marine at the Seller \ riimnoi 
a guarantee of fl participation ire. 2,700^51 thousand ROL or 361,43 1 USD as follows: Romanian citizens or legal entities may ravea* 
to the Stare Ownership Rmd. to account no, 4001 6809003 13 at rite Romanian citizens or legal entities; foreign citizens or JeimLenriiies 
may pay cash, to the Slate Ownership Fund, to account no. 5314-00000024230007. in USD, at the Romanian Bank for FdrehmThufe 
d* bkkto mayinmucr die bank where they htrid their account to release m unooodirinnni 


Biddos should submit the PURCHASING OFFER and the documents stipulated by Government Decision (HG) no. 457/1997 ankle 26. 
published m 1997 to tbc Stare Ownership Fond, Offers Division at the above mentioned address, ina 

sealed envelope, prior to 22 Dee. 1997, ItjBOhn. ( from Hwiffiw- for submission). ^ 





Portman are No 4. We're different. And we’re good. 
This means that today more and more companies are 
putting our name first on the sheet when it comes to 
choosing an effective travel management service. 




Pick the Tight team. Speak to Portman. 


We enjoy being at Ihe centre of things when 
controlling our clients' travel spend. As Ihe UK's 
largest independent, we are used to having a strong 
influence with all the major travel earners. And our 
distribution is rightly praised for its nationwide 
network of ottices and global strength from over 


Cali Lesley or Brian on 0800 731 1627 
E-mail: lcoHins@portmantravel.co.uk or 
blawler0portmantravei.co.uk 
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Cinema/Nigel Andrews 

Multi- story 
drama falls 
on deaf ears 


11 


ARTS 


COPLAND 

James Mangold 


PARADISE ROAD 

Bruce Beresford 

the borrowers 

Pete Hewitt 

MARIUS AND 
JEANNETTE 
Robert Guedigulan 

THIS WORLD, THEN THE 
FIREWORKS 
Michael Oblowitz 

ITS A WONDERFUL 
LIFE 

Frank Capra 


F alling stars will do 
anything to get back 
into the galaxy: they 
may even shed the 
thing s that made them 
stars in the first place. Ever since 
John Travolta came back by 
playing a greasy overweight 
gangster in Pulp Fiction - shrug- 
ging off his oblivion years by 
shrugging off the even earlier 
years of scream-inducing sex 
appeal - the Unlikely Character 
Role has been denned a key to 
Hollywood resurrection. 

In Cop Land Sylvester Stallone, 
formerly the twin scourge of 
South-East Asia (Rambo) and 
boxers with attitude (Rocky), 
plays a paunchy New Jersey 
sheriff with a hearing problem. 
In boyhood he went partially deaf 
after rescuing a drowning girl 
from a river he still pines for her 
(Annabella Sciorra) now that she 
is the grown-up wife of a cop in a 
town seething with them. For 
Garrison, N.J., ruled by Sly, is 
where the off-duty NYPD “make 
their homes” across the river. 

The actor's own hearing prob- 
lem. however, may be that he 
listened to people pitching this 
script. “An offbeat role will 
revive your career. Sly" they no 
doubt shouted. And “Look at the 


co-stars we can round up for 
you!** Harvey Keitel as the sleazy 
officer hiding a runaway police- 
man nephew thought to have 
committed suicide after killing 
two innocent blacks in a car 
chase. Ray Liotta as Stallone’s 
best friend, a bumt-out cop with 
a cocaine habit And Robert De 
Niro as. er. Robert De Niro: the 
Method master guesting, or 
ghosting, through with cocked 
head and Little Italy cadence as 
the snoop from Internal Affairs. 

Writer-director James Mangold, 
who made a small character 
study go a long way in Heavy, 
picks the opposite route here. He 
wrestles Laocoon-style with an 
infestation of characters and sub- 
plots. There are love, crime, cor- 
ruption; fires, chases, drownings. 
And there is the inner complexity 
of Stallone’s sheriff a sort of con- 
flicted Woyzeckian lumpen-hero. 
Well, we and Mangold would like 
him to be that With this actor, 
though, spiritual crisis is 
expressed mainly by looking 
more doleful than usual, under 
his umbrella eyelashes, while 
croaking out the dese-dem-dose 
dialogue. 

The film wilts into suty-High 
Noon fatuity after a good start 
Mangold sets up his- multi-story 
drama so skilfully - cross-cutting 
New York and New Jersey to 
point the contrast between Hell’s 
kitchen and Heaven’s retirement 
lounge (with beer and drugs) - 
that we quickly identify the prin- 
cipals and their problems. Then 
we move too fast into the play- 
offs and payoffs, which manage 
to be at once too Byzantine and 
too predictable. We soon twig 
that this will be the familiar tale 
of trickle-down corruption in city 
governance. 

Bizarrely. while Keitel and Go. 
act their hats off in a diminishing 
cause, we end op warming more 
to Stallone’s dozy, slowcoach, 
not-quite- with-it style. It is as if 
he belatedly determined - or his 
unconscious determined for him 
- that he would not pant hard to 
catch this particular bus. Or per- 
haps. trading conceits, the tor- 
toise opted to watch the Stanis- 
lavskian hares run ragged while 
knowing intuitively that the cam- 



iconic immobility: Sylvester Stallone as the sheriff in James Mangold’s *Cop Land 1 


era would stay on him . For 
wasn’t iconic immobility Sly's 
secret all along? 

★ 

Paradise Road is Ten/co meets A 
Town Like Alice. Writerdirector 
Bruce Beresford tells us that 
women PoWs had a bad time too 
In the war, especially if untimely 
ripped from Raffles Hotel In the 
middle of a Gertrude Lawrence 
lookalike’s rendition of “Mad 
about the boy.” Bombed from 
Singapore, their escape boat then 
sinks off Sumatra, causing than 
to accept the Japanese offer of 
bed and board. 

"Hello. I’m Rosemary Leigbton- 
Jones, we met at the tennis 
club,” says one deb to another. 
And soon the camp fills up with a 
British-accented Glenn Close, 
Pauline fhiihus and others, plus 
Frances “1 hal a Gh e rman pus- 
port” McDormand as a Hitler- 
fleeing Jewish dentist. McDor- 
mand won the 1997 Best Actress 
Oscar for Fargo : can these statu- 
ettes he recalled for ensuing per- 
formances? 

Unlike Cop Load, though, this 
film gets better not worse. 


Shaken by an early scene of grue- 
some immolation, the audience is 
then stirred by the emotional 
commitment Close and company 
bring to potentially maudlin 
(though truth-based) plot devel- 
opments: like t h» all-voice camp 
orchestra which even the Japs 
lay down thBir sabres to listen to. 
Earnest, sombre, impassioned, 
Bie film ends up a small triumph 
of mind qnd feeling over what 
might have been unforgiving 
matter. 

In The Borrowers, tiny people 
living under the floorboards 
attack John Goodman. When the 
evil property tycoon evicts a fam- 
ily from their borne, a parallel 
family of homunculi battle on 
their behalf. Drawn from the chil- 
dren’s novels by Mary Norton, 
the finger-sized folk climb 
fridges, swing cm ropes of dental 
floss, take elevator rides on 
power tape-measures, and gener- 
ally behave like refugees from 
The Incredible Shrinking Man. 

Director Peter Hewitt, schooled 
in mad for children from 

his debut feature BiU And Ted’s 
Bogus Journey, boasts , unhurried 


COmlC timing . Onn dman ’s v illain 
is squeezed for slow-born 
humour and wonderful double or 
triple takes. (Slow comedy is 
almost a lost art in the age of 
MTV and jitterbug attention 
spans). And the special effects 
team perform Gulllverish mira- 
cles of scale trickery. A Christ- 
mas treat for the tots. 

In the French film Marius And 
J ea nnette, aD the world is a lov- 
able commune. The two life- 
scarred Marsellles-dwellers of the 
title - she a single mother (Arl- 
an e Ascaride), he a cement 
quarry nightwatchman (Gerard 
Meylan) - find a late love. Urged 
on by wine-bibbing, politics-chat- 
ting friends, and by children 
unpolluted by jealousy, they turn 
the back streets into a lovenest 
worthy of PagnoL 
Or it would be if Pagnol bad 
written it. Film-maker Robert 
Gu6dlguian is a sentimentalist 
who pretends not to be. The 
film's folksy, ersatz naturalism is 
pamphleteering with invisible 
ink. The plot lulls us with cute- 
ness while tiie barely visible, but 
actually deafening; writing says: 


Theatre 

A nose 



poverty, togetherness and work- 
shy socialism can save the world. 
Luddite- ehift, mas querading as a 
love story. 

The week’s last two films are a 
onesided battle. Michael Oblow- 
rtz*s This World, Then The Fire- 
works is monster of badness: a 
late belch freon the drunken haze 
of the film rurir revival. Adapting 
a Jim Thompson story, Oblowitz 
gives us hardboiled hero Billy 
Zane triangulating between 
incestuous sister (Gina Cershon) 
and whorish blonde (Sheryl Lee). 
But characters, as such, are oblit- 
erated by empty visual brain- 
storming. Filters, shadows, tilted 
angles: style screams loud and 
long for content 
Frank Capra's It’S A Wonderful 
Life, is 50 years old but still has 
all its moving parts. Indeed it 
moves parts of the spectator that 
newer films cannot reach. My 
handkerchief was in use from the 
moment James Stewart stam- 
mered out his first aria of Yule- 
tide despair. After that it is Clar- 
ence the angel life reborn, and 
schmaltz somehow transfigured 
- by wit joy and character. 



Engagingly roguish comedy: Nitzan Sharron, Nicholas 
Woodeson and Adrian Edmondson In ‘Bazaar 1 


D avid Planefi’s Bazaar 
arrives at the Royal 
Court Upstairs, the 
sole representative of 
Spain at the theatre’s New Euro- 
pean Writers Season. While one 
can’t help thinking that there 
must be more taxing work going 
on somewhere in Spain, one also 
cannot help but enjoy Planell’s 
engagingly roguish comedy that 
deftly picks away at the problem 
of racial tension in Madrid. 

Planell comes np with a 
delightful scenario. The play is 
set entirely in the storeroom of 
Hassan’s shop, where piles of 
video cameras and hairdryers vie 
for supremacy. Here. Anton, the 
local no-good boyo, is nursing a 
broken wrist and trying to entice 
Hassan’s nephew, Rashid, newly 
arrived from Morocco, into a 
dodgy insurance scam. 

While Rashid demurs, his uncle 
arrives, thrilled with the news 
that his work is to appear “on 
telly". It transpires that he just 
happened to be trying out a new 
video camera when Anton had 
the spectacular accident that 
resulted in his broken wrist. 


Theatre/Sarah Hemming 

Quirky look at a 
mad, bad world 


Spotting an opportunity, Hassan 
semi his video off to the Spanish 
equivalent of You ‘ve Been 
Framed and now offers to split 
the takings with the unwitting 
and unfortunate star of the spec- 
tacle. 

Things take a twist, however, 
when the television people 
change their minds. The quality 
of the film is so good, they com- 
plain, that the accident looks set 
up; they would like Hassan to set 
the accident up »piin and fit™ it 
more fuzzily so that it looks more 
real. Thus Planell creates a won- 
derful picture of a mad world 
where appearance Is everything. 
But while he cannily lays into 
the more tawdry aspects of con- 
temporary Spanish life and cul- 
ture, he also exposes the prob- 


lems of assimilation for Moroc- 
can immigrants. ’Hassan seems to 
be making a success of his life, 
but as he becomes increasingly 
dogged about remaking the 
video, the real strains upon him 
begin to emerge. 

I t is at this point that the 
play loses something. Pla- 
nell steps up the comedy 
and darkens the subject 
matter, but he doesn’t convince 
us of Hassan’s motive. Mean- 
while Roxana Sflbert's direction, 
which has otherwise managed to 
make the situation both plausible 
and very funny, doesn't keep the 
pace going sufficiently as events 
become increasingly absurd. The 
play appears to sag suddenly 
about two-thirds of the way 


through, and it never quite recov- 
ers. 

Otherwise, however, this is a 
witty and sympathetic piece, 
given a crackling translation by 
John Clifford that manages to 
live up to what is clearly a richly 
colloquial original: it even takes 
on the challenge of Anton's 
highly inventive range of exple- 
tives. The acting too is most 
enjoyable, with Adrian Edmond- 
son. as Anton, displaying to the 
full his talent to look unwashed; 
and though his performance 
would benefit from less head- 
waggHng, he manages to appear 
pathetic as well as ftmny. Nicho- 
las Woodeson is brittle, but 
touching, as Hassan and Nitzan 
Sharron, as Rashid, carries off 
the difficult task of playing a 
decent character without becom- 
ing a void on the stage. Planell 
has something to say and a 
quirky voice with which to say it; 
it will be Interesting to see which 
way he goes next. 


O n a wave of admiring 
reviews, the Royal 
Shakespeare 

Company’s Cyrano de 
Bergeracbas come np from 
Stratford to "the Lyric Theatre, 
Shaftesbury Avenue. As directed, 
designed - just stage-high 
slatted wafts, hot versatile - and 
tit byGregory Doran, Robert 
Jones and Howard Harrison, It 
works a treat: warmly 
recommended, the essential 
thing is of course a charismatic 
performance in the title role, 
which Anthony Sher provides in 
fall measure, with a magnificent 
nose too. 

After the Stratford opening, 
other critics besides Alastair 
Macaulay on this page remarked 
an air of chilly artifice about 
Sher's Cyrano. But he has 
inhabited the role for a couple of 
months now, and I think the 
mechanism an| * the character 
have melded together, this is a 
pinoccbio (Sher is pint-sized) 
with a vulnerable heart, if the 
death scene is only moderately 
affecting, his throttled, lovelorn 
anguishes in Act 4 could move 
one to tears. 

Any Cyrano, after all, has to be 
Tr HTHan fly contrived; it lies in 
the nature of the role. In E ngli s h 
the challenge is especially severe 
- for the heroes of English 
drama do not pelt us with florid 
gasconnades, whereas the French 
treasure Cyrano as a Gallic 
archetype, an heroic cartoon. 

A lexandra Gilbreath’s ' 
Raxane has been rightly 
praised for her sparky 
vitality, which does 
wonders for the character - a far 
cry from the usual blonde 
airhead - and for the play- Her 
vocal range needs broadening, 
though (slightly nasal, with 
some dodgy vowels that make, 
her sound dtelassee); and for the 
last act the passage of 15 years 
seems to have left no mark upon 
her. Her dim swain Christian is 
beautifully played by Raymond 
Coulthard: imagine James Fleet’s 
woebegone William in Channel 
4*s Underworld about 15 years 
younger, and enter. 

It is perverse to have everyone 
call him "Christiane”, which Is 
neither English nor French: 
Frenchmen are never called 
Cbristiane. That Isn’t the fanlt of 
Anthony Burgess's translation, 
of course, but his free version 
has a few problems of its own. 

Much of it is modem- . 
colloquial, and therefore more 
actor-friendly than a more literal 
translation at the fusty text At 
its best, tiie lines have the 
breezy-but-pithy feel of a good 
Broadway lyric. When Burgess's 
rhyming couplets have to stand 
in for Rostand’s grandiose poesy, 
however, the change of tone is 
jarring: the word-play often 
laborious, the fanciful roulades 
distinctly flat. It does credit 
to the entire cast that they 
manage to fling out their failed 
epigrams as if they were the real 
thing. 

These quibbles should not 
deter yon from going to see the 
Cyrano of tiie decade. It is not 
Rostand’s language that has kept 
the play alive, but bis superbly 
theatrical conception. Doran and 
his teeming RSC cast have 
revived all its flavour, with 
Cyrano’s own famous panache. 

David Murray 


Continues at the Royal Court 
Upstairs, London WC2 
(0X71-565-5000). 


Lyric Theatre, Shaftesbury 
Avenue, London Wl (0171-494 
5045). 






International 

Arts 

Guide 


■ AMSTERDAM 

OPERA 

Netherlands Opera, Het 
Muziektheater 

Tel: 31-20-551 8911 
Dialogues des Carmelites: by 
Poulenc. New production 
conducted by Yves Abel in a 
staging by Robert Carsen. Cast 
includes Joan Rodgers and Sheri 
Greenawald; Dec 4, 7 


■ BERLIN 

OPERA 

Deutsche Oper 

Tel: 49-30-34384-01 
Die ZauberflbtK by Mozart 
Staged by GOnter Kramer, with 
sets and costumes by Andreas 
Reinhardt; Dec 7. 9 


■ bologna 

OPERA 

Teatro Comtmale 
Tel: 39-51-529 999 

www.nertuno.il/bo/ 

teatrocomunale 

Turandot by Puccini. Revival 


conducted by Danieie Gattl in a 
staging by Hugo de Ana: Dec 4. 
6. 7.9 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
www.lyricopera.org 
Am is tad: world premiere of 
Anthony Davis's new work about 
the 19th century anti-slavery 
campaign. Dennis Russell Davies 
conducts a production by 
George C. Woolfe; Dec 5, 8 


■ EDINBURGH 

EXHIBITIONS 

Scottish National GaBery of 
Modem Art 
Tefr 44-131-624 6200 
Correspondences: transferring 
from the Martln-Gropius-Bau, 
Berlin, a selection of works by 
six young Scottish and six young 
German artists. Organised as an 
exchange, the display Includes 
painting, sculpture, video and 
light projections; to Feb 1 

Scottish National Portrait 
Gallery 

Tel: 44-131-6 24 6200 
Portraits of Excellence: a series 
of photographs of distinguished 
academics at the University of 
Edinburgh, commissioned 
according to an 18th century 
University tradition; opens 

tomorrow 


■ LONDON 

CONCERTS 
Barbican Hall 


Tefr 44-171-638 8891 
Sarah Chang: recital by the 
violinist of a programme 
inducting works by Strauss and 
Brahms. With pianist C tales 
Abramovic; Dec 7 

OPERA 

English National Opera, 

London Coliseum 
Tel: 44-171-632 8300 
The Magic Bute: by Mozart 
Nicholas Hytner’s production, 
revived by David Rttch and 
conducted by Christopher 
Moulds; Dec 4, 6 

THEATRE 
Riverside Stuc&os 
Tel: 44-181-741 2255 
Oh Les Beaux Jours: by Samuel 
Beckett (1961). Peter Brook 
directs Beckett’s French 
language version of Happy Days; 
Dec 4. 5, 6 


■ LOS ANGELES 

OPERA 

L A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.laapeia.org 
Countess Maritza: by K6lm£n, 
Premiered In Santa Fe this 
summer, Linda Brovsky's 
production is conducted by John 
Crosby; Dec 5. 7 


■ MADRID 

EXHIBITIONS 
FundacrO “Ja Caixa" 

Tel: 34-7-435 4833 
Joaquim Mir. 1873-1940: A Life’s 
Journey. Retrospective of around 
140 works by the landscape 


painter; to Jan 25 


■ NEW YORK 

DANCE 

New York City Ballet, New 
York State Theater 
Tefr 1-212-870 5570 
George Balanchine's The 
Nutcracker; Dec 4, 5, 6, 7, 9 

OPERA 

Metropofitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopera.org 

• Don Giovanni: by Mozart 
Production by Franco Zeffirelli: 
Dec 9 

• La Ciemenza di Tito: by 
Mozart Conducted by James 
Levine in a staging by 
Jean-Pierre Ponnelle. Cast 
includes Anne Sofie von Otter 
and Anthony Rolfe Johnson; 

Dec 6 

• The Rake's Progress: by 
Stravinsky. New production by 
Jonathan Miller, conducted by 
James Levine. Cast includes 
Dawn Upshaw and Samuel 
Ramey; Dec 4, 6 

• Turandot by Puccini. Revival 
of a staging by Franco ZefRrefli; 
Dec 5 


■ PARIS 
CONCERTS 
SaDe Pleyel 

Tet 33-1-4561 6589 
Orchestra de Paris; conducted 
by Wolfgang Sawailisch in works 
by Beethoven. With soprano Eva 
Mel, tenor David KQbter, bass 
Jan-Hendrik Rootering and Choir 
led by Arthur Oldham; Dec 4, 6 


OPERA 

Op6ra National de Paris, Opera 
Bastaie 

Tab 33-1-4473 1300 
D er Rosenkavalier by Strauss. 
New production conducted by 
Edo de Waart in a staging by 
Herbert Wernicke. Cast Includes 
Rente Fleming. Susan Graham 
and Barbara Bonney; Dec 6 

Op6ra National de Paris, Palais 
Gamier 

Tefr 33-1-43439696 
The Merry Widow: by Franz 
Leh&r. Annin Jordan conducts a 
new production directed by 
Jorge Lavelli, with sets by 
Antonio Lsgarto; Dec 6, 9 

Th4Atra dee Champs Bystes 

Tefr 33-1-49525050 
RdeTo: by Beethoven. 

Production staged by Patrice 
Caurter and Moshe Leiser, with 
the Orchestra des 
Champs- Elystes and the Choir of 
the Welsh National Opera. 
Conducted by Louis Lartgrte; 

Dec 9 


■ SAN 
FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 

Tel: 1-415-864 3330 
www.sfop 0 ra.com 

• Eugene. Onegin: by 
Tchaikovsky. Yuri.Temtrfcanav 
conducts his 1980s Kirov Opera 
production, wHh a cast including 
Anthony MiehaeJs-Moore; 

Dec 5, 7 

• Rigotetto: by Verdi. 


Conducted by Patrick Summers 
in a production by Mark Lamas, 
with sets by Michael Yeargan; 
Dec 4, 6 


■ STIVES 

EXHIBITIONS 
Tate SL Ives 
Tefr 44-1736-796 543 
Roger Hilton (1911-1975): around 
40 paintings and drawings and 
16 sketchbooks are brought 
together in this show devoted to 
one of the most, important 
post-war British painters. The 
exhibition traces Hilton's 
development through his 
drawings, while a room devoted 
to European abstraction registers 
the impact of artists such as 
Mondrian; to Apr 26 


■ VIENNA 

EXHIBITIONS 
Judfsches Museum - 
Tefr 43-1-535 0431 
www.jmw.at 

Max Liebenmann: selection of 
paintings by the German 
Impressionist dating from the 
period 1900-1918. during which 
the Jewish haute bourgeoisie 
flourished. Liebermann was an 
active collector of the French 
Impressionists, and his collection 
is partially reconstructed here. 
The show also focuses on the 
latter part of the artist’s life, after 
the National Socialist takeover, 
when he found himself a cultural 
outcast; to Jan 18 

Kunstfonim der Bank Austria 

Tel: 43-7-533 2268 

Art and Insanity: widerangfng 


survey of the relationship 
between madness arid the visual 
arts, from the Baroque to the 
modem. The 350 works on 
display include GGricault’s 
portraits of the mentally III. 19th 
century representations of lunatic 
asylums, and works by psychotic 
artists; to Dec 8 


■ WASHINGTON 

CONCERTS 
Kennedy Center 
Tel: 1-202-467 4600 
National Symphony Orchestra: 
conducted by Maxlmiano Valdes 
in works by Ginestra, Puccini, 
Verdi and Prokofiev, Concert 
Hall; Dec 4. 5 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe oh medium wavs 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 


• NBC Europe 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17-30: Financial Times Business 
Tonight 
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FINANCIAL TIMES THURSDAY DECEMBER 4»97 


COMMENT & ANALYSIS 



Economic Viewpoint • Samuel Brittan 

‘Asian model’, R.I.P. 


BOOK REVUEW • Peter Martin _ : % 

THE DEATH OF DISTANCE: How The Communications 
Revolution Will Change Our Lives. By Frances Caimcross 
312 pages, Orion Business Books, £18.99, 
and Harvard Business School Press, $24.95 


F or many years now 
we have been bom- 
barded with mes- 
sages saying that 
east Asian countries have 

invented a non-mdividualis- 
tic form of capitalism supe- 
rior in kind to tbe self- 
centred hedonistic kind 
enjoyed in the west 
The messages have mostly 
come from long-time west- 
ern opponents of competi- 
tive markets after they 
could no longer claim that 
European-type corporatism 
was achieving results. But 
in recent years some east 
Asian leaders, notably Lee 
Kuan Yew of Singapore and 
; Mahathir Mohamad of Mal- 
aysia. have Joined in pro- 
claiming so-called Asian val- 
ues. Proponents of these 
values argue that filial piety 
and the subservience of the 
individual to communal 
rights have been the key to 
growth and stability. 

On the left, the east Asian 
pattern bas been praised by 
western commentators who 
envy the close relations 
between government and 
business in many of these 
countries and the dement of 
central guidance behind 
their development. The 
authoritarian right has been 
impressed by the limits 
placed on any criticism of 
authority, the resolute sup- 
pression of “permissive" 
lifestyles and the draconian 
punishments for minor 
offences. 

Yet Europeans and 
Americans would always 
have been wrong to panic 
j about the supposed threat 
from Asia. As Christopher 
Lingle, the US economist, 
remarks in a new study*, 
“transient western problems 
associated with restructur- 
ing in response to the 
demands of the global 
marketplace have been 
exaggerated by critics Into a 
signal of the end of an era of 
economic ascendancy for 
Europe and America". 

Far, in spite of all the pro- 
paganda, the content or 
existence of the supposed 
shared values is problem- 


A modest consolation for the Far Eastern financial setbacks is that we should 
now hear rather less about the much canvassed virtues of Asian capitalism 


atic. The vast east Asian 
region is endlessly diverse. 
It contains Japan, a leading 
member of the Group of 
Seven top industrial coun- 
tries, China, still a very 
poor country struggling to 
rid itself of its Maoist heri- 
tage, tbe smaller "tiger 
economies" that have been 
growing rapidly in recent 
years, others that have been 
trying to emulate them, and 
some that have not even 
reached the starting post. 
About the only thing that 
unites them is the refusal of 
most of their rulers to coun- 
tenance criticism of each 
other. If you want to hear 
China’s occupation of Tibet 
condemned, do not go to an 
east Asian conference. 

A real and recurring 
Asian model, according to 
Mr Lingle, is the “one fam- 
ily state". Harsher critics 
talk of “crony capitalism". 
Mr Lingle believes that the 
phase of very rapid growth 
in parts of east Asia has 
much in common with com- 
parable growth rates experi- 
enced by the defunct Soviet 
Union, which were too often 
taken at face value. 

Even Paul Samuelson. the 
Nobel Prize economist, once 
predicted that Soviet living 
standards would catch up 
with those of America by 
the early 1990s. Soviet 
growth was genuine 
enough, but based on the 
farced injection of capital 
and western technology, 
which provided only a 
one-shot boost. Authoritar- 
ian arrangements do not 
encourage innovation or 
adaptation. 

Recent financial crises 
have shown that far from 
having developed a superior 
model, some of the most 
highly praised east Asian 
economies are prone to all 
the excesses of the 
Anglo-Saxon form of capital- 
ism and then some more. 
They have developed “bub- 
ble" economies with an 
over-indulgence in real 
estate and stock market 
investment, driven by lax 
b ank lending policies as 


well as overoptimism by for- 
eign investors. At one point 
the aggregate market value 
of real estate in Greater 
Tokyo was estimated to be 
larger than that of all the 
property in the US. 

Tbe financial storms are 
not just a chance misfortune 
but a direct result of the 
much-vaunted special fea- 
tures of the Aslan model. 
Michel Camdessus, manag- 
ing director of the Interna- 
tional Monetary Fund, who 
is no free-market fanatic, 
has just remarked that 
international investors 
“who previously had chosen 
to ignore. . . the murky 
intertwinings of banks, com- 
panies and governments, 
decided it was much safer to 
believe the worst". In direct 
rebuttal of Dr Mahathir’s 
repeated attacks on cur- 
rency markets, Mr Cam- 
dessus replied: “I have 
never seen a speculative 
attack when a macroecon- 
omy is strong and govern- 
ment policies are sound." 

Alan Greenspan, chair- 
man of the US Federal 
Reserve, has said that gov- 
ernment-directed invest- 
ment “inevitably has led to 
the investment excesses and 
errors of the last few years 
leading to misuse of 
resources, unprofitable 


expansion, losses and even- 
tually loan defaults". 

Political systems, he 
remarked, substitute hope 
or wishful thinking for diffi- 
cult pre-emptive policies. 
International assistance 
without reforms, such as 
much greater transparency 
in financial systems, would 
be “ w o r se than useless”. 

Present crises are not 
merely financial A central 
part of the growth strategy 
of many east Asian coun- 
tries is government-directed 
investment funded through 
taxes and forced savings. As 
Gavyn Davies of Goldman 
Sachs has noted, there has 
been overinvestment in real 
as well as financial assets. 
When a country’s capital 
stock far exceeds its ability 
to make use of It, invest- 
ment inevitably runs Into 
ttimfnishtng returns. 

I do not know whether Mr 
Davies realises that he has 
rediscovered the "Austrian” 
theory of the trade cycle, 
emanating from overinvest- 
ment fed by excess credit. 
This theory was not after aD 
killed by Keynes, even 
though Hayek chose the 
wrong time - the 1930s - in 
which to promulgate it. In 
any case, I hope that Mr 
Davies will draw his analy- 
sis to the attention of his 


How growth rates differ 
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friend Gordon Brown, the 
UK chancellor, who still 
seems to take it as axiom- 
atic that investment is 
always a good thing. 

These longer-term reflec- 
tions are not meant to 
divert attention from imme- 
diate firefighting. This 
means action spearheaded 
by the US administration 
and tbe IMF to contain the 
damage and minimise conta- 
gion to the rest of the world. 
About a third of U5 exports 
go to east Asia and Japan 
combined. Further afield, a 
Korean investment project 
in the UK has been put on 
bold and India has had to 
raise interest rates to pro- 
tect its currency. 

Clearly there is scope for 
many things to go wrong. 
The IMF is having to tap the 
resources of western govern- 
ments. including European 
ones. U will also have to be 
careful in how far it urges 
retrenchment on its borrow- 
ers. A programme that 
might be sensible for a 
small individual country 
could well be excessively 
deflationary If applied to a 
sufficient!}’ large part of the 
Asian economy. Above all 
there is the responsibility of 
the Japanese government, 
which, unlike the others, is 
in a position to maintain , 
borne demand, but which 1 
foolishly raised taxes out of . 
overzeal ous devotion to tbe | 
balanced budget religion. 

As anything that can be , 
misunderstood will be mis- I 
understood, let me draw 
attention to the quotation I 
marks around the words | 
“Asian model" in the title of ; 
this article. I am not argu- | 
ing that the g r owt h of east ; 
Asian countries Is over. On 
tbe contrary, growth is 
likely to resume after the 
present adjustments. What 
is over is the so-called 
“Aslan model" as a system 
of organisation which west- 
ern countries should either 
fear, or attempt to emulate. 


Balanced optimism 
on innovations 


Souca: Ungto, based on MF 


*The rise and decline of the 
Asian century, published by 
Sirocco, 08080 Barcelona 


Important 
Innovations 
- ' typically fol* 
j. '. . how a sinuous 

[ curve in the 

mind. It takes 
a while for the significance 
of. say. the car. telephone or 
television to sink in. Once 
the importance of innova- 
tions is recognised, their 
short -term, impact is exag- 
gerated. That leads to a 
backlash of frustrated expec- 
tations. But a few decades 
later, the innovations can be 
seen to have changed every- 
thing. 

The trick in writing sweep- 
ing essays about the future 
is to judge each of tbe three 
inflection points accurately: 
to spot the technologies that 
will make a difference, to 
assess their short-term limi- 
tations, and to tease out the 
broad, systemic implications 
half a century hence. 

It is in this area of judg- 
ment that Frances Cairn- 
cross's book is so valuable. 
Few of the facts that she 
cites in her tour of the cyber- 
world will come as a sur- 
prise to tbe assiduous reader 
of this newspaper or The 
Economist (for which she 
writes). Both publications, 
indeed, feature prominently 
among the source material 
in the footnotes. 

But that is not the point. 
Caimcross manages to distill 
into a single readable vol- 
ume almost ail tbe current 
thinking about the subject, 
saving tbe reader from 
ploughing through a mound 
of conflicting material. More 
important, she adds value by 
judiciously weighing tbe 
impact of individual innova- 
tions. highlighting those 
that will matter and tbe 
timescale over which their 
Impact will be felt. 

In this role she illustrates 
one of her own conclusions: 
that in an era of info-glut, 
“intermediaries will still be 
in demand, as long as they 
realise that their key to suc- 


cess is not their ability to 
access information but to 
interpret it and market the 
result”. 

One such act of interpreta- 
tion Is the book's reminder 
that the humblest instru- 
ment of the communications 
revolution, the telephone, 
has by no means reached the 
end of its capacity to trans- 
form economies and societ- 
ies. 

The continuing collapse in 
the cost of providing a 
long-distance call, the 
increase in the number of 
things a telephone can do. 
and the “wiring of the 
world” will have a profound 
impact because the tele- 
phone is so simple to use 
and widely distributed. 

In highlighting the impor- 
tance of changing prices, 
this chapter reflects the 
book’s balance between eco- 
nomic and technical develop- 
ments. Cairncross compares 
tbe transition the telephone 
companies must go through 
with that experienced by 
deregulated airlines. In some 
ways (.such as balance-sheet 
strength) the telcos are bet- 
ter placed than their airline 
equivalents; in others (such 
as the speed of technological 
change) they are worse off. 

Tbe result is likely to he 
the same: swings in profit- 
ability. loss of market share 
and a change in the pattern 
of pricing. “Just as no two 
passengers on an airline 
today seem to pay the same 
price for a seat, in future no 
two callers will pay the same 
price for a call.” 

Cairncross concludes, not 
surprisingly, that the col- 
lapse in long-distance tele- 
phone prices will make dis- 
tance irrelevant in many 
business decisions. “Compa- 
nies will organise three 
types of work in three shifts 
according to the world's 
three main time zones: the 
Americas, east Asia/Austra- 
lia. and Europe.” 

Other changes will take 


longer to arrive, but may be 
deeper. Small companies, 
and small countries, will be 
more viable than before. 
Brands will be more Impor- 
tant. “What’s hot - whether 
a product, a personality, a 
sporting event, or the latest 
financial data - will attract 
greater rewards." 

It will be easier to find 
buyers but harder to moke 
fat margins. "Hie office will 
become a place for the social 
aspects of work, such as 
celebrating, networking, 
lunching and gossiping." 
Real work wifi be done at. 
home - and home design 
will adjust to reflect this. 

Ideas will proliferate more 
rapidly, levelling the global 
playing field. Governments 
will find governing harder, 
and will have to bid for citi- 
zens. US influence will grow. 
English will become the 
standard second language, 
but - paradoxically - minor- 
ity languages and cultures 
will flourish. 

As this random selection 
of her conclusions indicates, 
Cairncross’s underlying 
approach is a sort of brisk 
optimism- This Is best cap- 
tured in her bellefB that 
e-mail will Improve young 
people’s prose style; and that 
"above all, it will be easier 
to find somebody to talk 
to... as a result, the world 
will, in all probability, be a 
better place”. You do not 
have to be a Luddite to sus- 
pect that these views are 
likely to prove rose-tinted. 

Still, balanced optimism is 
in short supply in futuro- 
logy, where the choice is 
often between hysterical 
gloom and Panglosslon tech- 
nology-worship. In avoiding 
these extremes. Caimcross 
has performed a genuine 
service. 


The Death of Distance is 
available firm FT Bookshop 
by ringing FreeCaU 0500 500 
635 (UK) or +44 181 324 5511 
( outside UK). Free p&p in UK 
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Companies 
should invest 


more in local 
communities - 
to mutual benefit 


iwk I have been 
president of 
Business in 
the Commu- 
nity since 
Looking 

back over the 450 events 
with which I have been 
involved in the intervening 
12 years, it is encouraging to 
realise how much bos been 
achieved in persuading com- 
panies to see the benefits of 
community investment 

Many' or the original and, 
at the time, unorthodox 
ideas have since become 
accepted parts of corporate 
wisdom - such as building 
partnerships between the 
public and private sectors, 
backing community entre- 
preneurs and encouraging 
companies to devote a per- 
centage of pre-tax profits 
towards community invest- 
ment 

Business in the Commu- 
nity. which began with a 
handful of pioneering com- 
panies. now has 400 mem- 
bers (including three- 
quarters of the FT-SE ZOO), a 
national network of regional 
support and six business-led 
teams focusing on how com- 
panies can make the greatest 
impact on some of our most 
deprived communities. 

My experience with Busi- 
ness in the Community has 
taught me three key princi- 
ples for engaging business in 
the problems of the commu- 
nity. The first is partnership. 
The power of partnership 
was first demonstrated 
when, in 1985, the example 
of Halifax. West Yorkshire, 
taught business leaders that, 
in co-operation with the 
local authority, they could 
help bring back employment 
opportunities to a declining 
mill town. That experience of 
persuading businesses to 
become involved in long- 
term. sustainable partner- 
ships continues to be at the 
heart of Business in the 
Community's work. 

The second principle is the 
importance of encouraging 
business leaders to see for 
themselves the problems, 
opportunities and examples 
of best practice on the 
ground. More than 800 busi- 


ness leaders have taken part 
in my “Seeing is Believing” 
tours in the past seven 
years. The practical results 
have been heartening. 

Many visits have encour- 
aged companies to bring per- 
sonal and management skills 
to the community. Under the 
auspices of KPMG, the 
accountancy firm, 320 busi- 
ness leaders have been 
paired with head teachers 
across the country In a 
teachers’ “mentoring proj- 
ect". Regeneration partner- 
ships have been formed in 
Great Yarmouth, Norfolk, 
following a visit led by Allen 
Bridgewater, the chief execu- 
tive of Norwich Union, and 
In Thanet after a visit led by 
Sir Martin Lalng, chairman 
of John Laing, the construc- 
tion company. The full list of 
corporate involvement 
makes encouraging reading. 

The third principle is the 
priceless value of that 
unsung hero or heroine, the 
community entrepreneur. 
Those communities which, 
against all odds, have suc- 
ceeded In reversing a spiral 
of decline have done so. In 
my experience, because of 
local characters like Paddy 
Doherty in Londonderry 
who, In 1981, started to revi- 
talise the bombed-out and 
run-down centre of his city. 
The results are spectacular. 

I was delighted to hear 
Tony Blair, the prime minis- 
ter. recently endorsing the 
contribution made by com- 
munity, or social, entrepre- 
neurs. But however inspir- 
ing the individual, our 


experience in Business in 
the Community shows that 
behind every budding com- 
munity entrepreneur there 
needs almost always to be & 
network of business support 

Some of the most senior 
business leaders involved in 
Business in the Communi- 
ty’s work have been vital In 
working with community 
entrepreneurs, so that each 
can give and gain from the 
experience of the other. Bill 
Castell of Ame rsham , Nev- 
ille Simms of Tarmac, and 
Sir Neil Shaw, of Tate & 
Lyle, are three examples. If 
companies are prepared to 
back tbe individual on the 
front line, whether a commu- 
nity entrepreneur or a dedi- 
cated head teacher, the 
results can be inspiring. I 
shall be seeing today the 
results achieved at Winton 
Primary School in King's 
Cross by a head teacher 
where, with the help of busi- 
ness and community volun- 
teers, reading skills have 
improved dramatically. 

Gifts in time kind are 
becoming as important as 
gifts of cash. Companies seri- 
ous about their management 
development use community 
assignments to stretch the 
skills of their young manag- 
ers. Marks and Spencer, for 
example, places 300 staff a 
year on 100-hour assign- 
ments and full-time second- 
ment And last year I was 
able to set up a new initia- 
tive called “Gifts In Kind”, 
which will make it easier for 
companies to recycle surplus 
products and IT equipment 
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to community organisations 
that might otherwise go to 
waste. 

Building social cohesion, 
raising achievement in 
schools, getting young 
unemployed off welfare and 
Into work, and a ttractin g a 
diverse workforce are seen 
as areas where the private 
sector has much to contrib- 
ute. The g ov e rnment is seek- 
ing to utilise the hard-won 
experience of business lead- 
ers who have been involved 
with Business in the Com- 
munity. 

It is interesting, for exam- 
ple, to see that Business in 
the Community’s experience 
Is being put to use with Sir 
Peter Davis, chairman of 
Business in the Community, 
and Graham Hawker, chair- 
man of Business in tbe Com- 
munity Wales, chairing 
national taskforces on Wel- 
fare to Work. 

But obviously a great deal 
more remains to be done. I 
hope Business in the Com- 
munity will go on striving to 
raise the quality of corporate 
community investment. We 
must encourage companies 
to involve themselves In the 
most disadvantaged commu- 
nities and the most intracta- 
ble issues and I hope that 
the work of Business in the 
Community - to change the 
mainstream attitudes of 
companies and to Influence 
how they recruit, train, sell, 
purchase and invest - wfil 
go on. 

I also hope that Business 
in the Community will play 
a helpful role in inspiring 
companies to develop the 
ethos and values that could 
underpin their community 
work and Initiatives In the , 
run-up to the millennium 
and the century beyond. , 

The need for long-term < 
sustainable solutions to the 
problems faced by our most 
struggling communities wifi 
not magically disappear in 
2000. The vital contribution 
that business can go on mak- 
ing In the search for practi- 
cal solutions will continue I 
and I hope that the increas- 
ing number of examples of 
best practice all over the 
country will inspire others 
to harness the power of the 
business community to the 
needs of those who consti- 
tute its lees -favoured clients 
and neighbours. 


Credit ratings in Asia appear 
not to be making the grade 


From Mr DJL Patel 
Sir, Surely one of tbe casu- 
alties of the current finan- 
cial turmoil in Asia should 
he the reputation of rating 
agencies. As markets have 
collapsed, we have seen a 
rush to downgrade compa- 
nies which a few months ago 
were worthy ot investments. 
An extreme case is the way 
agencies have reacted to the 
recent plight of the Japanese 
banks. Several banks raised 
hundreds of mil lions of dol- 
lars worth of second-tier 


equity in the international 
market this year. Quite a 
few are now facing steep 
downgrades. 

When agencies were rating 
for Japanese banks’ perpetu- 
ate, they were fully aware of 
their latent bad debt situa- 
tion. This has been an open 
secret for several years. Now 
that we have a disclosure 
(albeit partial) of their prob- 
lems. the quality of their 
paper is suddenly called into 
question. 

So how much can an 


investor rely on the judg- 
ment of rating agencies? 
Recent experience seems to 
show that ratings, given dur- 
ing rising markets, suddenly 
turn sour when the markets 
decline. I suggest that inves- 
tors in future would be 
served better following their 
own assessments and 
instincts, rather than being 
persuaded by ratings. 


Russians 
were also 
victims 


D.K. Patel, 

8 Mansfield Road, 
Hong Kong 


Money-saving consultancy system 


From Mr John Knight 

Sir, I felt your article on 
business jargon ("Prize- 
winners in the business of 
jargon”, November 24) to be 
an unwarranted slur on 
management consultants, 
whom I have always 
admired for their mastery of 
precise language. Indeed, a 
little semantic analysis of 
the expressions they use 
reveals they are constructed 
ou strictly logical principles. 

Tbe expressions are usu- 
ally four-word phrases of 
which the first is either a 
synonym for “important" or 
an adjective demonstrating 


the consultant's grasp of the 
latest advances in manage- 
ment theory. 

Tbe second word is a noun 
defining a component of a 
business. It is usually a 
familiar term, but archaic 
words such as “employee" 
are never used where mod- 
em alternatives like “human 
resource” are available. 

Tbe third word Is either 
synonymous with “change” 
or states the desired result of 
change. Change words begin- 
ning with “re”, such as repo- 
sitioning and realignment, 
have the most impact. The 
result of change is. of course. 


always something that 
everyone will support The 
last word is a noun denoting 
something needed to achieve 
change. It always has strong 
connotations of relevance 
and good value. 

I have found this analysis 
so fruitful in generating 
business Improvement ideas 
that I have recently auto- 
mated the whole process, 
with a considerable saving 
in consultancy fees. 


John Knight, 

8 Essenden Road, 
South Croydon, 
Surrey CR2 0BU. UK 


From MrH. Chammgs, 

Sir. I read of the intention 
of Robin Cook, the UK for- 
eign secretary, to sponsor 
help (including government 
help) for families of sufferers 
from Nazi oppression, and 
the present focus on Swiss 
bank accounts (“Fund pro- 
posed for Nazi victims”, 
November 29). Late, perhaps, 
but no doubt welcome to 
many future recipients. 

In the light of recent con- 
sideration of the white paper 
from our new Department 
far International Develop- 
ment, an additional question 
arises. It appears in the 
United Nations Associa- 
tion-UK introductory papers 
to the UN system-wide spe- 
cial initiative for Africa, I 
quote: “How much of the 
wealth in Swiss hank 
accounts belongs to the cor- 
rupt (ex) African leaders, 
particularly those now 
deceased?" 

I would pose & further 
potentially embarrassing 
question: is nothing to be 
offered to those dependents 
of Russians who survived 
that Nazi assault, or who 
died as prisoners of war? 


Changes needed in customs practices 


Harold Chainings, 

263 Warminster Road, 
Sheffield, S8 8PS, 

UK 


Prince Charles: has witnessed man}* changes as president 


See Business in the 
Community magazi ne 


From Maria Uvanos Cattaui 

Sir, I refer to the letter re 
customs corruption from 
Leonid Lozbenko, deputy 
secretary general, World 
Customs Organisation 
(December 1). The WCO is 
right in its callfor a more 
genera] and acute political 
and commercial appreciation 
of the resistant complexities 
of customs malpractices that 
exist in far too many 
economies. 

The World Trade Organi- 
sation has done sterling 
work in liberalising world 
trade in goods, but the indi- 
vidual consignments (what 
trade really consists of) are 
still far from free. 

Unnecessary constraints 
still focus on official inter- 
ventions at frontiers, princi- 


pally customs. The core 
problem is inefficiency, 
which is often exacerbated 
and perpetuated by corrupt 
practices. 

The International Cham- 
ber of Commerce seeks 
reform through a systematic 
improvement of efficiency 
standards and has set out 
some key characteristics of a 
sound customs service in its 
recently issued international 
customs guidelines, drafted 
with the benefit of much 
useful comment from WCO 
members. 

We are moving ahead, in 
our central strategies and 
through the influence of our 
numerous national commit- 
tees, to supplement the prac- 
tical application of the iCC's 
guidelines with pressures for 


specific improvement in 
such areas of customs con- 
trol as automation, risk- 
assessment and deferred 
payment systems. 

These all help to identify 
and limit opportunities for 
irregular practices. 

Meanwhile, we are urging 
the WTO to back global cus- 
toms reform by giving oblig- 
atory and enforceable status 
to the Kyoto convention on 
simplified and harmonised 
customs procedures under 
revision by the WCO. 


Decided to 

opt out 


Maria Livanos Cattaui, 
secretary general. 
International Chamber of 
Commerce, 

38 Coots Albert 1, 

73008 Paris. 

France 


From MrCJLPeer. 

Sir, I entirely agree with 
Sir Bryan Nicholson's letter 
(November 27). I recently 
informed the Institute of 
Directors that I was not 
renewing my membership 
because of Its opposition to 
UK membership of Emu. I 
was a member for less than 
two years but was never con- 
sulted about my views on 
any matter during that time. 


C.R. Peer, 

Maritime House, 

Suite C, The Priory, 
Haywards Heath, 

West Sussex RH16 3SU, UK 
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$55bn rescue 
for Korea 


With help from its friends, the 
International Monetary Fund 
has agreed to provide $55bn 
(£33bn) to South Korea, in its 
largest ever operation. Against 
the background of the Asian 
financial crisis, this is probably 
I Justified. Yet its size must main* 
any observer queasy. Will fool- 
ish outside investors be ade- 
quately punished -and is Korea 
committed to the necessary 
! reforms? 

This is a complex arrange- 
ment: the IMF is to provide 
$21bn, the World Rank SlObn, 
the Asian Development Bank 
84b n, Japan SlObn, the US SSbn 
and other high-income countries 
the rest. The details of the 
I promises made, in return, 

' remain unclear. But, apart from 
fiscal and monetary tightening, 
their focus is - rightly - on the 
financial sector. 

Measures are expected to 
include immediate closure of 
some banks, greater freedom for 
foreign financial institutions to 
establish in Korea and a bait to 
government direction of bank 
! lending. Further trade liberalis- 
ation is also probable. The chae- 
bol, the conglomerates whose 
[ financial plight is at the root of 
; the crisis, will now have to 
restructure or perish. 

Yet how can so vast an opera- 
tion be justified? After all. 
Korea is one of the world's 
wealthier countries. The only 
good answer is the Asian finan- 
cial crisis. This operation 


should convince foreign lenders 
that sound borrowers will not 
fall merely because exchange- 
rates are pushed into collapse. 
That knowledge should, in turn, 

help restore confidence. 

Yet private lenders and bor- 
rowers must also be penalised 
for bad decisions. Where finan- 
cial institutions and companies 
are bankrupt, their creditors - 
except, perhaps, small domestic 
depositors — . should share the 
pain- The XMF money is to limi t 
exchange-rate overshooting, 
cushion the costs of adjustment 
and accelerate reform. It is not 
to ban out every idiot who has 
lent short term tD fund 
long-term investment 

As Alan Greenspan, chairman 
of the US Federal Reserve, said 
on Tuesday: “Assistance with- 
out further reform of financial 
systems and economic policies 
would be worse than useless, 
since it would foster expecta- 
tions of being perpetually bailed 
out" 

For Korea, this must mar k 
the end of an era of dirigisme 
that contributed to its extraordi- 
narily successful development 
But this crisis has shown that 
such interventionism cannot be 
combined with freedom to bor- 
row abroad. Since the latter can 
hardly be halted, Korea has no 
choice: it must liberalise sys- 
tematically. If this package 
halts the regional contagion and 
leads to domestic reforms, it 
will be worth every cent 


Old-time SPD 


Ten months before Germany 
holds its next general elections, 
the opposition Social Demo- 
cratic Party (SPD) is still in a 
terrible muddle. It cannot 
decide who it wants as leader, 
and it cannot decide what plat- 
form it wants to fight on. And 
yet all the members attending 
the party conference in Hanover 
this week were in a fine state of 
self-congratulation. 

If ever there was a chance for 
the SPD to unseat Helmut Kohl, 
Germany’s chancellor, this 
should be it His ruling coalition 
of Christian Democrats and 
Free Democrats is divided and 
bereft of fresh ideas. The FDP is 
in danger of losing its seats In 
parliament if it cannot win 
more than 5 per cent of the 
vote. And Mr Kohl is looking 
tired and stale. But the SPD 
does not look like an alternative 
government 

Part of the problem lies with 
Oskar Lafontaine. the party 
chairman. He is a marvellous 
orator from big platforms, and 
he knows it So he can get away 
with reworking tired old poli- 
cies and stQl make the party 
faithful love them. This week he 
was on about curbing financial 
speculators and urging business 
to put workers’ interests above 
shareholder value. It went down . 
a treat and he was resoundingly 
re-elected leader. 

The trouble Is that Mr Lafon- 
taine is a loser outside the con- 
ference halL He was trounced 
by Mr Kohl in the 1990 elec- 
tions, when be simply misread 


the popular desire for unifica- 
tion. Now he is harking back to 
the policies of the 1960s, when 
the urgent need for an overhaul 
of the Ge rman tax and welfare 
system is obvious to everyone 
else. 

Some say that Gerhard Schro- 
der, the SPD state premier in 
Lower Saxony, is the man to 
beat Mr KohL He is more pro- 
business, and more Euro-scepti- 
cal than his colleagues. But the 
party mistrusts him. He is too 
pragmatic for the faithful and 
too nakedly ambitious. He was 
grudgingly elected to the 
national executive, behind both 
Mr Lafontaine and Rudolf 
Scbarping, the Last party leader 
to lose to Mr KohL 

Even Mr Schroder has made 
himself a hostage to fortune: he 
has promised to withdraw from 
the race to he chancellor if bis 
own vote in local elections in 
Lower Saxony in March drops 
by mare than two percentage 
points. So the party cannot 
decide who will fight Mr Kohl 
until Lower Saxony has voted. 

The trouble with the SPD is 
that it does hot seem hungry 
enough far power in Bonn. It 
already holds power in a major- 
ity of the provincial parliaments 
jn the Bundesrat, the upper 
house. That keeps most of its 
leaders amply occupied. The 
SPD only has a chance of win- 
ning the next elections if it 
looks like a party ready to 
reform itself and the country. 
Under Mr Lafontaine it just 
looks far too old-fashioned. 


Unsafe bones 


The UK government's proposed 
ban on selling beef on the bone 
wifi ruin far more than the plea- 
sure of meat lovers who can no 
[ longer enjoy roast ribs, oxtail 
stew and T-bone steaks. 

It is a devastating blow for 
formers reeling from a collapse 
in their incomes, caused partly 
by the strong pound and partly 
by lass of consumer confidence 
' resulting from earlier episodes 
in the BSE saga. 

Although only about 5 per 
cent of beef is currently sold on 
the bone, the whole meat mar- 
ket is likely to feel the impact of 
more adverse publicity. Sadly, 

[ this comes amid signs of a ten- 
tative revival in beef sales, if 
not in prices, and some hopes of 
I an eventual end to the Euro- 
pean Union trade ban. 

jack Cunningham, agricul- 
ture minister, bad no political 
choice but to act on the advice 
of his scientific advisers. Given 
the disastrous legacy of inade- 
quate action and excessive re- 
assurance by the previous gov- 
ernment, he could not take time 
considering the matter. 

The instant ban may come to 
be seen in hindsight as an over- 
reaction but at least it Is dear 
cut It might not have been nec- 
essary had confidence in official 
pronouncements not already 
been shattered by the previous 
government’s incompetence. As 
it is, the alternative - simply 
advising consumers about the 
gflnnil risk of eating beef on the 


bone - would just have added to 
the confusion. 

If there is a risk in the UK, 
where BSE is being eradicated, 
then the same precautions 
should be taken elsewhere in- 
Europe where cattle are 
infected. In Britain, the latest 
disclosure will deepen the con- 
troversy surrounding the BSE 
saga. More questions will be 
asked about its origins and 
about the agonising way it has 
been allowed to unfold. 

The demoralising foot is that 
more bad news is all but certain 
to ensue, if not from scientific 
research then about the human 
victims of CreutzfeldtnJakob dis- 
ease who were almost certainly 
infected by eating BSE-conlami- 
nated beef in the 1980s. Twen- 
ty-two people have died from 
the new variant of CJD linked 
to BSE. and most scientists pre- 
dict many more cases in the 
years ahead. 

This makes it the mare urgent 
for government industry and 
consumers to be allowed to 
learn the lessens of the crisis. 
Yesterday's announcement was 
right but tt is not enough. Tony 
Blair, the prime minister, needs 
to announce without delay that 
the government will establish 
an independent inquiry into the 
BSE debacle; to report no later 
than the middle of next year. 
Without one. the chances of 
consumer confidence in beef 1 
being restored will dwindle by 
the week. 


Marooned in a minefield 

Although the momentum of the US scandal over fundraising has 
faded, its legacy will still influence politics, says Patti Waldmeir 


T he final word on the 
great American cam- 
paign-finance scandal 
of 1996 goes to Dick 
Morris, chief architect 
of Bill Clinton’s successful re- 
election wnnpaign* US political 
fundraising laws are so porous 
that “you’d have to be a genius 
to be a criminal**. 

Those will not, of course, be 
the ftrtai words on this ye ar 's 
scandal, which has consumed the 
politics of Washington for over a 
year already. Many more will be 
written and spoken by Republi- 
cans. the media and advocates of 
"dean politics" who are not yet 
ready to abandon the fight 
But the momentum that t ww 
driven the scandal for the past 
year has faltered, probably termi- 
nally. For when Janet Reno, US 
attorney general, announced on 
Tuesday that she would not 
appoint an independent prosecu- 
tor to investigate the narrow 
issue of fundraising phone 
made by the president and 
vice-president, she sent a broader 
signal of exoneration. Despite 
thousands of man-hours of inves- 
tigation, -*=hp has bo for found no 
evidence of criminality at the 
highest . levels of the White 
House. 

The resolution of scandal will 
affect the public and politicians 
in different ways. It is unlikely to 
alter the widespread public sense 
of disgust and cynicism about the 
influence of money in' politics. 
But it could help A1 Gore. By 
removing the judicial spotlight 
from his fundraising activities, it 
should remove an obstacle to his 
presidential ambitions. Even so, 
the scandal will leave its mark on 
the Democrats, by frightening off 
more donors and leaving the 
party beholden to its traditional 
union base. 

All this fo to assume that mat- 
ters will not change. Ms Reno's 
own sleuths, or those in the 
media, might yet uncover a dear 
case of wrongdoing. New allega- 
tions surface every few weeks. 
Just a fortnight ago, US newspa- 
pers carried headlines charg ing 
that the White House sold burial 
plots at the prestigious Arlington 
cemetery in exchange for cam- 
paign donations. 

Investigations wifi, continue on 
several levels: on Capitol HilL 
where campaign finance bearings 
are going on in the House, in the 
media and even within Ms Reno’s 
department, where the attorney 
general has promised that “no 
allegation will go tm examined". 
Probes of the activities of lower- 
level officials Kke Bruce Babbitt, 
the interior secretary, could still 
reveal links to the White House. 
And Republicans will try to stoke 
the fixes of Democratic scandal, 
most immediately by exploiting 
differences between Ms Reno and 
Louis Freeh, the FBI director, 
who openly favoured the appoint- 
ment of special counsel. Both 
may well be summoned before 
the House investigating panel to 
testify about their differences. 

But for the most part, the bat- 
tle over money and politics will 
now be confined to the political 
arena, where charges are more 
easily dismissed as partisan. And 
the House probe will be under- 
mined further by the foci that 
the Indiana Republican who 
heads ft, Burton, is 
accused of a serious case of fund- 
raising abuse. 

The appointment of an inde- 
pendent counsel would have 
meant an altogether different 





level of scrutiny - and a steady 
flow of headlines that would have 
reflected badly on the president, 
who is bidding for a place in his- 
tory, and, more importantly, on 
Mr Gore, who is fi ghting fra: the 
Oval Office. Ms Reno's decision 
removes a potentially serious 
obstacle to the candidacy of Mr 
Gore, while alleviating one of the 
most damaging scandals afflict- 
ing Mr fntrrtnTL 

Though the institution of spe- 
cial prosecutor has been discred- 
ited since the halcyon days of 
Watergate, a continuous judicial 
probe would have kept the White 
House squirming for many cru- 
cial months ahead of the next 
election. 

But even if the political classes 
keep the scandal simmering, 
there is little sign it will com- 
mand much public attention. 
Most Americans dismiss the 
bloodsport between politicians 
and journalists over campaign 
finance as a Washington game 
with little relevance outside the 
Capitol beltway. Their lack of 
outrage reflects not acquiescence, 
but their low expectations of poli- 
ticians. Opinion polls show the 
public disgusted by the cost and 
ethics of campaigns - and cyni- 
cal about prospects for change. 

The nature of the ca mp aign 
finance investigation to date has 
only deepened that cynicism. 




Outside Washington, many 
Americans complained that the 
probe verged on the absurd: Ms 
Reno’s investigation of Mr Clin- 
ton’s fundraising phone calls 
focused on whether calls were 
made from one room rather than 
another at the White House. She 
found that the president called 
two donors to thank them, and 
one to solicit funds, but all calls 
were made from the White House 
residence, which is not unlawful 
So she was able to dear the presi- 
dent - on what plays in Peoria as 
a rather absurd technicality. 

Even more Judicial hairsplit- 
ting was involved in the decision 
regarding Mr Gore's phone calls. 
Ms Reno found that he called 45 
potential donors from the White 
House, but that he solicited only 
"soft money” far general party 
^ampfligwing ' rather t han “hard 
money” for a particular candi- 
date. Under the law, this did not 
violate the injunction against 
fundraising on Federal property 
- even though some of the 
money later ended up in a Demo- 
cratic National Committee hard- 
money account. Ms Reno con- 
cluded that Mr Gore did not 
know of the diversion. 

The law recognises a gulf 
between “hard" and “soft" money 
which largely eludes the general 
public. Parties can legally collect 
virtually unlimited donations of 


soft money for so-called “issues 
advocacy" so long as the funds 
are not used to promote a partic- 
ular candidate. But this is the 
thinnest of fictions: in the X996 
election. Democratic “issues" 
advertisements prominently fea- 
tured the presidential visage. The 
Republican party did the same, if 
anything on a grander scale- It 
even used the same film in candi- 
date and “issues" adverts. 

Mr Clinton sheltered behind 
this fiction to get around a $37m 
limit on spending for the primary 
election campaign, using party 
funds to finance an extra $44m in 
early television adverts which 
may have clinched Ms victory. 

Altogether, Republicans raised 
$14lm in soft money and Demo- 
crats $132m in 1996. a combined 
total nearly three times ht gftpr 
than the 1992 election. The last 
election was a watershed: the 
year when both parties stopped 
even pretending to obey the laws 
put into place to clean up politics 
after Watergate. 

Both parties dearly violated 
the spirit of the electoral laws; 
but as Ms Reno said on Tuesday, 
her finding was based not on 
spirit but on “the law’s letter". 
This open mocking of the elec- 
toral laws bag shaltan any linger- 
ing public belief in the ethics of 
politicians. But with public confi- 
dence already at low levels, it 
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Mixed emotions on tha 
Emeraldlsle as Tony O'ReaHy, 


His substantial personal fortune . 

I must be a comfort Andwheahe. 
wanted the ear of prime minister 
John Bruton earlier this '.yew; A 
O'Reilly didn’t need, to travel V 
over to Dublin- TTm Tooisew^tv- . . 
came to him. ■*, ~ 


to stqp back from the hdmerf 
Heinz. Retirement win give the 
-•.fcnmm rngby star more time to 
1 play “Celtic monopoly", with Ms 
business interests back HnrnA ■ 1 

The food giant stole O’Reilly .. 
away from his native land back 
in tSS. wben ft poached the 
33-yearbld whlxs-kid to rem its 


lajiradng itself for the arrival of 
Vitofirsfctfeojie its chief. executive. 

' Sh«iB-<anS5taaie Morin-Postel, 
;:;ctarearf|jr;h£ad of the property 
■ manat SjtezAyannaise, SGB’s 
^Enincb'parKit. . 

i* *nte vaimable "3(33 pnee. had 
^strikes- in moretban 1.200 

formCRU 






Up. for the: cup; 

■ French prime miuisterla<m^' 
Jospin is doing his lavekhiapkto' 
climb on the football. ~. .< v J • 


basketbafl-loving premier iH^dV 


.boss Burt Gookm was so 
tamtessed that, from -the very 
start, ha allowed OTteffly to 
Keep a stable of private interests. 


'forJurifis two out of every three 


. County, Kilkenny zinc mine ran 
by Tony junior, and a : 

newly-acquired Elm mansion in 

DubHnfc FtaswSlHam Square. 

And OTLeflly’s always had 
impeccable conrtectims. Back in 
’69, prime minister Jack Lynch, 
did bis best topersccade tbe - 
youttg gnn -/ whtffl already 
: launched Kerrygold Butter into 
an unsuspecting world - to tnm 
down Heksi and forsake the 
' gfobaTfbod industry; even the 
‘ promise of * job as.agrieujfnre 
-minister didn’t change O'Reilly’s 
mind. .. 

But it’s unlikely that he ever 


Maijgnon to throw Ms weight- - 
behind preparationsfar nett/ . 
year's World Cup finals, which-; 
France is hosting. 'Today he wUT' 
be in Marseilles for the v. V 
keenly-awaited draw .that win 
divide the 82 quaUffecifotp eight 
groups of four. 

But he’d dowefl to yemeahber ■ 
that football is, we& a game of . 
two halves. Fbnner British’ * 
prime minister Harold Wilson is ; 
said to have blamed his 1970 '. 


^ftoiuastfc prodirctSuez bought 
. •jconfcrqlback ifr lSffi, since when 
-the ladyhasbeen slimmed 
’ • dcwxt but rather left to her own 
! ^dsyfees. • :’* r - . .. / 

: jibe arrival of Mine 
V^MoorinBostd; by accounts a . 

•“ v iornridablatype,'- could change 
/.all that ThawMspers are that 
- A&iB’s beea.Bent to do what she 
b tub Already done to other parts 
p^Oftoe Suez-Lyonnaise empire - 
r '.sdrt'ttoot 

/3 vBffl be interesting to see bow 
5GB chairman Viscount Etienne 
Bavignou-apipe-^^ 

: patoidan^ . 

• - Dniwilgidflner — copes with the 
J hew broom. . 


Ms flock, has been shunted off 
by tbe Pope to a new 
archbishopric ip Uecfatenstelm ‘ 
Haas was opposed by bis 
liberal flock from the outset ffis 
appointment in 1988 to; 
Switzerland’s second largest 
diocese, which embraces Zurich - 
and six other cantons, was seen 
as a high-handed move by Pope 
John PatdII to impose his , 
protege. Since then, the bishop /, 
has upset many Swiss- Catholics :. 
with his opposition to lay 
preachers and female helpers. 


to West Germany in the Worid ' 
Gap quarter finals. Expect 
.Jospin to be cheering his heart 
out next summer. . 


Dame buster 

■ Bcighnn’s VvrfBe, Dome - the 
powe rf ul holding company. - 

Sodfete GEn&rale de Belgique - 


Unholy row 


between Swiss Roman Catholics 
' and the Vatican has ended with 
the departure of Wolfgang Haas, 
the controversial bishop of Chur. 
It's been an ugly, episode that. 
bvso. prompted the'intervention 
of the Swiss government; now 
Haas, whose strongly 
' conservative views -didn't please 


church in droves, and, in , • 
October, the Swiss foreign 
ministry appealed to tbe Vatican 
to resolve the conflict . ■ • * 
While the Swiss are relieved 
that if s all over, Haas might be . 
less pleased witirthe outcome/ 
As a Liechtenstein native, Ms , . 
new Job tea homecoming. The 
downside te that he's moving 
from a diocese of 700.000 
Catholics to a country with a 
total population of 31,000 - 
including a 'fair few prqtestants 
and agnostics. ' ■ * / 


Green fingers 

■ OmgratnlatiauS-to Sarin - 
Frunzaverde, a civB servant 
who’s fulflUedMs destiny by 
becoming Romania’s new.- 
envirooment minister. Who 
better for the Job than a man 
whose name translates as- 
"greenleaT? ’ 


seems unlikely directly to affect 
voting patterns. And the Issue 
most likely to have inflamed pub- 
lic tempers - the allegation that 
Democrats took money from Chi- 
nese and other foreign donors - 
has yet to be stood up by any 
investigation, including the Sen- 
ate probe which abandoned the 
task after months of hearings. 

Indirectly, though, tbe effect 
could be significant. For though 
popular support for Democrats is 
unlikely to be much affected fay 
tbe scandal - not least because 
the public blames Republicans 
equally with Democrats - the 
Democratic vote could be com- 
promised because the scandal 
has hit party fundraising. 

November’s round of guberna- 
torial and congressional contests 
showed the Democrats at a seri- 
ous disadvantage, both because 
donors have held hack funds to 
avoid potential scrutiny by a 
prosecutor, and because the 
party was required to give back 
$3m in illegal or improper dona- 
tions, leaving it $15m in debt. 
The election in Staten Island, 
New York, was particularly wor- 
risome for the party: a strong 
Democratic candidate there unex- 
pectedly lost to a heavy -spending 
Republican. The Democrats, who 
historically have always lagged 
the Republicans in fundraising; 
face a potentially serious deficit 
ahead of the mid-term 1998 con- 
gressional elections, unless donor 
jitters clear up soon. 

F undraising woes could 
affect not only the par- 
ty’s overall electoral 
prospects, but the 
nature of the party, at 
least in the short term. For with 
other big donors absent from the 
fray. Democrats will be left with 
no choice but to depend heavily 
on labour - for money and for 
volunteers. In the 1996 congres- 
sional elections, unions spent 
$3Sm for the Democrats on televi- 
sion advertising alone, tipping 
several marginal contests the 
Democrats’ way. The upshot 
could increase the clout of the 
"liberal" (left) wing or the party, 
at the expense of the more mod- 
erate new Democrats. Ironically, 
that would mean tbe fundraising 
scandal could indirectly jeopard- 
ise one of the most important 
goals of Mr Clinton's presidency, 
moving his party and the coun- 
try’s political agenda towards the 
centre. 

Signs of a shift; to the left are 
already apparent: Democratic 
congressman, beholden to labour 
for finance, helped defeat Mr 
Clinton’s request last month for 
“fast track" trade negotiating 
authority. Indeed, tbe test track 
defeat is arguably the clearest 
single casualty of the year-long 
scandal. 

Only the presidential campaign 
wIU tell whether the fundraising 
issue has also hurt Mr Gore, who 
has more to lose than tbe presi- 
dent from allegations of impropri- 
ety because of his image of public 
integrity. Most political analysts 
thirjk he will have ample time to 
recover lost ground - unless the 
scandal breaks out again. 

Meanwhile, the public will 
regard its el ected representatives 
with ever more distaste, as they 
step up their fundraising activi- 
ties ahead of the mid-term elec- 
tions. And the larger issues - the 
cost of campaigning, and the 
troubling link between money 
and politics - are no closer than 
ever to resolution. 


100 years ago 

Trade With Central Asia 
The Anglo-Indian press is 
somewhat exercised In mind 
over the barriers recently 
raised by Russia against trade 
with her Central Asiatic 
provinces. Special reports, 
too, published by the Indian 
Government and its deputies 
relative to trade with Paste 
and Chinese Turkestan 
convey an idea that 
competition, especially from 
Russian sources, is acting 
strongly against the 
development and even . 
maintenance of export trade 
to these countries both an our 
partand on that of our Indian 
Dependency. 

50 years ago 

Sabotage In France 
The general atmosphere in 
France has become even more 
tense to-day after the train 
disaster at Arras caused by 
saboteurs, a series of other 
acts erf sabotage tm tbe 
railways many clashes 
between strikers and the . 
police. The Government has 
decided on new security 
measures, and is protecting 

the National Assembly and 

the Ministries against 
possible attacks by tbe use <rf 
strong forces of troops, so 
that parts of Paris looked tins 
afternoon as though they 
.were ready fora siege. 
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Russia will raise rates to 
support troubled economy 


By Chrystia Freeland 

and John Thomhat In Moscow 


Russia's central bank will soon 
raise interest rates again in an 
effort to defend the rouble and 
calm the treasury bill market, 
Sergei Dubinin, the bank's 
chairman, said yesterday. 

The rouble and Russian 
stacks rallied strongly an the 
central bank's pledge, which 
Investors saw as a sign that 
the Kremlin had at last appre- 
ciated the severity of Its finan- 
cial difficulties. 

But Russian politicians said 
the emergency measures 
would exact a high price by 
dashing the prospects of 
robust economic growth next 
year. 

The turmoil has already bit- 
ten deeply into the central 
bank's bard currency and gold 
reserves, which Mr Dubinin 
said yesterday stood at $l8bn. 
Central bank intervention in 
the currency and treasury bill 
markets has cut reserves by 
$3.5bn since November 2L 


Mr Dubinin said the central 
bank, which had already 
raised the Lombard rate to 36 
per cent, was committed to a 
still tighter monetary policy to 
defend the rouble. 

"We intend to raise the refi- 
nancing rate, but will do it 
after determining a balance on 
the securities market, and this 
will probably be based an the 
results of this week," Mr Dubi- 
nin said at an Investor confer- 
ence. “Perhaps we win need a 
few days next week." 

Mr Dubinin did not say how 
much be would push the refi- 
nancing rate, increased from 
21 per cent to 28 last month. 

Commenting on Mr Dubi- 
nin's promise to raise rates, 
Dirk Daxnrau, head of research 
at Renaissance Capital, a 
Moscow Investment bank, said: 
“It is a sign that at last the 
central bank has awoken from 
its torpor.” 

Foreign investors have crit- 
icised Moscow for being too 
slow to raise Interest rates in 
the wake of recent financial 


upheaval in world markets. 
Large amounts of foreign 
money have flowed out of Rus- 
sian debt and equity markets. 

But Mr Daxnrau said yester- 
day's moves signalled a 
change of heart T think right 
now people are saying that 
this is possibly a turning 
point" 

The central bank said it had 
been reluctant to raise interest 
rates earlier because it had 
spent billions of dollars inter- 
vening in the treasury bill 
market to allow big investors 
to sell their positions without 
large losses. 

Konstantin Korishchenko, 
head of the central bank’s 
open market operations, said 
the bank would allow the debt 
market to find Its own equilib- 
rium. But some investors crit- 
icised the bank for buying 
back treasury bills from select 
Russian banks, while allowing 
foreign investors to bear most 
of the losses when prices AIL 


Holocaust 
victims’ 
gold may 
be mixed in 
bank pool 


By wnUam Ha PI in London 


Up to 60 tonnes of gold in the 
Tripartite Gold pool, which 
was set up to return gold 
looted from Europe's central 
banks during the second world 
war, may have come from vic- 
tims of Nazi persecution. 

Elan Steinberg, executive 
director of the UK World Jew- 
ish Congress, said yesterday 
that recently declassified US 
documents showed a substan- 
tial amount of victims' gold 
had been mixed with gold from 
the reserves of looted central 
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Car plant 
for France 


Continued from Page 1 


near Valenciennes, an old ooal 
mining and metallurgical cen- 
tre near the Belgian border in 
northern France, where un- 
employment is about 20 per 
cent. Longwy in eastern 
France may also be in the run- 
ning. 

The plant Is expected to pro- 
duce a small car, whose proto- 
type was revealed In Frank- 
furt In September, to compete 
with the Renault Twingo and 
Ford Ka. A second phase may 
double capacity by 2000. 

Government officials indi- 
cated the amount of public aid 
attached to the project would 
be less than 10 pm- cent of the 
overall Investment. There are 
signs that the level of subsidy 
may spark controversy in 
France and elsewhere. 

Louis Schweitzer, Renault’s 
chairman, recently indicated 
that, while he did not dispute 
the right of new market 
entrants to locate to France, it 
was “not self-evident that it 
makes sense to subsidise new 
capacity at the taxpayer's 
expense". 

TOyota has 0.8 per cent of 
the French market and wants i 
to increase this. It does not 
expect the push to introduce a i 
35-hour working week to hit I 
the cost competitiveness of 
manufacturing in France. ! 


Japan’s economy 
in recession 9 as 
GDP falls 1.4% 


By Paul Abrahams and 
Mfchiyo Nakamoto In Tokyo 


Japan is in effect In recession, 
according to data released yes- 
terday, which showed its gross 
domestic product contracting 
1.4 per cent in the six months 
to September compared with 
the previous half-year. 

The continued deterioration 
will fuel fears that Japan's cor- 
porate sector could be hit by 
more bankruptcies. 

This would further under- 
mine its beleaguered h anking 
system and put more pressure 
on the yen. adding to worries 
about another round of com- 
petitive currency devaluations. 

Most private-sector econo- 
mists are predicting Japan's 
GDP will fall this financial 
year. The Economic Planning 
Agency admitted it would be 
difficult for the economy to 
achieve its 1 per cent growth 
target 

The government is expected 
to produce a package this 
month aimed at boosting the 
economy, including more pub- 
lic money to secure the depos- 
its of bank customers and cuts 
in corporate tax. 


Japan's economy did not 
contract for two consecutive 
quarters - the technical defini- 
tion of recession - but ana- 
lysts said this would have been 
almost impossible given the 
scale of the fall In the three 
months to the end of June. 

The economy rebounded 
modestly in the three months 
to September, with GDP up 0.8 
per cent on the April-Jtme 
period, but the figure was 
below expectations. In Aprll- 
June the economy contracted a 
revised 2J& per cent 

Particularly worrying was a 
1.3 per cent quarter-on-quarter 
decline in exports, until now 
one of the few bright spots. 

In the US last month, sales 
of Toyota, Japan's largest car- 
maker, dropped 10.1 per cent 
while Mitsubishi Motors' fell 
12 par cent 

Private housing investment 
fell 10.5 per cent in the three 
months to September. Private 
consumption, which accounts 
for 60 per cent of GDP, rose 
only 1.6 per cant. 


Bank liquidity. Page 6 
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IMF in $55bn rescue package for Seoul 


Continued frontpage l 


provide S20bn in support if 
required, with Japan pledging 
$10bn and the US J5bn. Other 
donors could include the UK, 
Germany, Prance. Canada and 
Australia. The UK will contrib- 
ute up to Si .25b n. The interna- 


tional effort exceeds the scope 
of recent bail-outs to Mexico, 
Indonesia and Thailand, 
reflecting concerns that 
Korea's crisis might threaten 
global economic stability 
because of the country's close 
financial links with Japan and 
emerging markets in Asia, 


eastern Europe and Latin 
America. 

Although international 
financial markets are expected 
to be initially relieved by the 
IMF rescue, they will closely 
scrutinise the details of the 
conditions once they are 
released, probably today. 


Lord Janner, chairman of 
the Holocaust Educational 
Trust, and several delegations 
at the Nazi gold conference in 
London yesterday called on 
the US, UK and Prance - the 
members of the Tripartite Gold 
Commission set up to oversee 
the return of looted central 
bank gold - to open TGC 
archives and settle doubts 
about the gold's provenance. 

In the case of the Nether- 
lands, 35.5 tonnes, or a quarter 
of the amount It claimed was 
looted, was “non-monetary” 
gold rather than “monetary" 
gold belonging to central 
banks, according to Mr Stein- 
berg. Austrian non-monetary 
gold was 13 tonnes and the 
Belgian claim included 6.4 
tonnes of non-monetary gold. 

Until now the TGC has 
Insisted it was Involved only in 
returning monetary gold. 

A recent report by Stuart 
Elzenstat, US under-secretary 
of state, indicated that a small 
amount of “tainted" gold may 
have slipped into the gold pooL 
Jewish organisations claim 
this non-monetary gold, now 
worth t&OOm-feoOm, should 
have been repaid to Holocaust 
survivors and others instead of 
being used to refill the coffers 
of the central banks of the 15 
countries that had claims an 
the gold pool 

The UK said it was impossi- 
ble to tell if non-monetary gold 
was mixed in the gold pooL 
However, it stressed that if 
there was any it was a "very 
small amount". UK officials 
played down the WJCs claim 
that up to one-sixth of the 
money claimed from the Tri- 
partite gold pool was non- 
monetary gold. 

The UK found Itself having 
to support French opposition 
to the opening of the archives 
before the work of the TGC 
was completed. In the past the 
work of the TGC has been 
delayed by quarrels between 
claimant countries. 

A UK official said: “There is 
a real danger that if we were 
to release the information 
now, before the final distribu- 
tion of gold, the effect would 
be to launch a debate among 
claimant countries which 
would delay the distribution of 
gold." 


WEATHER 


Europe today 




Much of the Mediterranean will be 
unsettled with showers or some 
longer spells of rain. Greece Is likely 
to have the worst of the showers 
with thunderstorms possible. 
Portugal and central Spain should 
stay mainly dry and bright. 
Meanwhfle, central, northern and 
eastern Europe will stay very cold 
and wintry. The area from eastern 
France to Moscow will be fairly 
cloudy and bleak with flurries of 
snow, heaviest across the Alps. 
Scandinavia will also be very cold 
with snow showers, but southern 
areas should see some spells of 
wintry sunshine. 
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Five-day forecast 

High pressure will bring warmer and 
more settled weather to the western 
Mediterranean. The central and 
eastern Mediterranean will remain 
unsettled with further spells of rain 
and some thunder. 

Central and eastern Europe will stay 
very cold, but the threat of snow will 
recede. Scandinavia will have a thaw 
by Monday. 

TODAY'S TEMPERATURES 
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Situation at midday. Tampamturoa maximum tor day. FOm e aa ta by PA WeathorCanm 



Maximum Baying 

Sun 5 

Cardiff 

Fay 5 

Frankfurt 

Cloudy 2 

Madrid 

Cloudy 9 


Celsius 

Belfast 

Fair 4 

Casablanca Thunder 18 

Geneva 

Sleet 1 

Majorca 

Rain 13 

Abu Dhabi 

Sun 27 

Belgrade 

Rain 8 

Chicago 

Snow -1 

Gibraltar 

Shower 1 7 

Mena 

Fair IB 

Accra 

Sun 32 

Boffin 

Sleet 2 

Cologne 

Sleet 2 

Glasgow 

Fair -8 

Manchester 

Fair 6 

Algiara 

Shower 17 

Bermuda 

Sun 24 

Dakar 

Sun 30 

Hamburg 

Sleet 2 

Manila 

31 

Amsterdam 

Fair 4. 

Bogota 

Thunder 20 

Dates 

Sun 14 

HsteanW 

Snow -5 

Metooume 

Sun 21 

Athens 

Shower 18 

Bombay 

Thunder 33 

Delhi 

Sun 23 

Hong Koflfl 

Sun 21 

Mexico City Shower 24 

Atlanta 

Sun 15 

Brussels 

Fair 3 

Dubd 

Sun 27 

Honolulu 

Sun 2d 

Miami 

Shower 23 

0. Aires 

Sun 22 

Budapest 

Shower S 

Dublin 

Fair 8 

Istanbul 

Shower 14 

Mian 

Shower S 

ELham 

Shows- 4 

Chagan 

Fair 2 

Dubrovnik 

Shower 12 

Jakarta 

Thunder 32 

Montreal 

Snow 1 

Bangkok 

Fair 35 

Cota 

Sun 22 

Edfoburgh 

Fair fi 

Jersey 

Cloudy 6 

Moscow 

Snow -3 

Barcelona 

Cloudy 11 

Caracas 

Sun 30 

Faro 

Shower IS 

Johannesburg Fair 22 

Munich 

Snow 0 







Karachi 

Sun 29 

Nairobi 

Thunder 28 







Kuwait 

Shower 20 

Naalaa 

Shower IS 


Ho 
Rome 
8. Pisco 
Seoul 


Strasbourg 

Sydney 


We can't change the weather. But we can 
always take you where you want to go. 


Lufthansa 


L Angelas Cloudy 21 
Laa Primes Shower 24 
Urns Fair 25 

Lisbon Fair 10 

London Shower 6 
Lux-bourg Steel 1 
Lyon Seat 1 

Madeira Shower 21 


Nassau 

New York 
Nice 


Shower 29 
Shower 10 
Shower 12 
Thunder 21 
Sun -4 
Cloudy 4 
Sun 25 
Snow 2 


Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Wtfangton 

Winnipeg 

Zurich 


Sun 34 
Dad 5 
Thunder 27 
Fair 13 
Shower 14 
Sun 6 
Thunder 32 
Fair -2 
Snow 1 
ft* 25 
Rain 17 
Sun 22 
Friril 
Snow i 
Cloudy io 
Cloudy 10 
Snow Q 
Snow 1 
Shower 13 
Shower 17 
Snow-ii 
Snow Q 


THE LEX COLUMN 


Currency cures 


The turmoil in Asian currency 
markets has prompted calls for 
increased regulation. Most of these 
emanate from Mohamad, 

Malaysia's prime minister, but he is 
not alone. And his concerns are 
understandable enough: the sharp 
fails in emerging market currencies 
in recant months shnnid worry any 
but the most complacent The snag 
is that bis diagnosis is off beam, 
while his suggested remedies would 
only aggravate matters. 

It is true that currency markets 
are the least regulated of financial 
markets, reflecting their wholesale 
nature. But the aim of regulation is 
to prevent abuse, and there is pre- 
cious little evidence that global cur- 
rency markets are rigged. With 
daily turnover running at over 
SL2 trillion a day, it would be some 
achievement As for the speculators 
Dr Mahathir loves to blame, they 
are the symptom, not the cause. 

I They may be sharks in the water, 
but they only congregate when bad 
government policies provide a whiff 
of blood. 

The feet is that disruptive price 
moves occur mainly is illiquid mar- 
kets. And the best way of crimping 
liquidity is through the sort of 
heavy-handed controls in which the 
likes of Malaysia excel. When grad- 
ual adjustment is made difficult, 
the only alternative is uncomfort- 
able step changes. Dr Mahathir's 
desire to avoid such inconveniences 
is understandable. The solution, 
though, is not stricter regulation 
but the encouragement of liquid 
and transparent markets. 


FTSE Eurotop 300 index: 

962-4 (- 2 . 8 ) 

H.J. Heinz 
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itself having to support the Italian 
carrier. And Its domestic franchise 
- under threat from British Air- 
ways and Lufthansa - is not as 
attractive to partners is it once 
would have been. 

Furthermore, including Alitalia 
In the KLM/Narthwest Airlines alli- 
ance would not create a really paw- 
erful farce. The Star Alliance and 
B Ay American Airlines would bo 
much stronger on crucial transat- 
lantic and Asian traffic. The best 
scenario for KLM would be if BA/ 
AA's tie-up foundered on regulatory 
rocks, allowing it to move In os the 
British carrier's partner. It should 
cut a deal with Alitalia only If that 
would strengthen its negotiating 

position. 


to believe he will not be looking 
over Mr Johnson's shoulder. Worse, 
ffpirvy sees no reason for a more 
general overhaul of the board, even 
though 10 of its 19 members are 
current or former Heinz employees 
and most of the so-called indepen- 
dent directors are old friends of Mr 
O’Reilly. 

The worry is that this will slow 
the pace of change at Heinz. With. 
annual aannlnga growing at OTOUCd 

10 per cent, the group is not doing 
badly. But it could sharpen its focus 
- Weight Watchers looks like a dis- 
posal candidate - cut costs more 
aggressively in Europe and expand 
further into emerging markets. The 
test for Mr Johnson will be to push 
such improvements through. 


Heinz 


Alitalia/KLM 


Measured aver its full IB years, 
Tony O’Reilly's tenure at Heinz has 
been an outstanding success. The 
US food group's market value has 
Increased from 5900m to SlSbn over 
that period. But more recently it 
has become dear that the charis- 
matic Irishman dominates Heinz's 
board of directors to an unhealthy 
degree. And this has been reflected 
in the shares’ sharp underperform- 
ance gfa«i 1993, though they have 
picked up fids year. 

To his credit, Mr O’Reilly Is stage 
managing his exit smoothly. The 
highly regarded William Johnson, 
who will succeed him as ch i ef exec- 
utive, was anointed as heir appar- 
ent two years ago. That does not 
mean Heinz’s corporate governance 
deserves a dean bill of health. Mr 
OUeflly win remain ghatm^i rm tii 
September 2000, and, though he is 
ostensibly non-executive, it Is hard 


IS Alitalia really such an attrac- 
tive partner for KLM? To Judge 
from its frenetic attempts to beat 
Swissair and Air Prance for the Ital- 
ian group’s hand, the Dutch carrier 
certainly thinks so. KLM, con- 
strained at Schlphol, desperately 
needs a second European hub to lift 
Its passenger market share. This 
suits Alitalia, which needs immedi- 
ate financial support to develop 
Milan’s Malpensa airport. And there 
is an attraction of opposites: the 
Dutch airline has a small domestic 
base and a big international net- 
work, while Ahtaha has the exact 
opposite. 

But there are risks. Alitalia's loss- 
making habits could contaminate 
KLM, one of the healthiest Euro- 
pean carriers. The Italian group Is 
still extremely inefficient Given the 
European Commission’s refusal to 
tolerate further bail-outs, Alitalia's 
eventual partner could well find 


UK goodwill 

Investors should welcome the 
Accounting Standards Board (A5B) 
ruling on goodwill. No longer able 
to write off goodwill on acquisitions 
- the difference between the price 
paid for a business and its net asset 
value - companies will finally have 
to acknowledge it on the balance 
sheet as capital employed. Writing 
goodwill off against reserves was 
unsatisfactory and out of line with 
international practice. It overstated 
returns on Investments and gave 
the erroneous impression that the 
buyer's net worth had been 
depleted, rendering the balance 
sheet meaningless. 

With managers now accountable 
for all the costs of buying a busi- 
ness, it will be easier to spot those 
who overpay. Furthermore, the 
requirement to amortise should 
help speed the move away from Jus- , 
tiding foal* in terms of earnings I 
per share enhancement The new ! 
standard should facilitate scrutiny : 
of whether acquisitions really ere- ! 
ate value for shareholders. | 

The ASB's innovation - allowing 1 
companies to avoid ’amortising 
goodwill and other intangible assets i 
altogether if they can prove in an : 
annual Impairment review that it | 
has not been dissipated - could well 
become the international standard. 
Clearly some assets, such as the 
Coca-Cola or Johnny Walker 
brands, have extremely long eco- 
nomic lives and should not be j 
amortised over the normal 20 years, j 
But in allowing companies this free- 
dom, the ASB must Insist they do 
actually write down their assets if 
they lose their glitter. j 


Additional Lex comment 
on UK coal. Page 22 
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Advertising release for sale of shares by direct negotiation 


The STATE OWNERSHIP FUND, a RoauutJafl public institution based In Bndurest, 21 CA. Rasetd Street, sector 2, Is offering Tor sale ; 
by direct negotiation a 51% of the tamed dure capital of SEMANATOAREA SA. | 


JRegfcRrcd Office: Bncoresti, SpfafeHnd^endentti,nr. 319, sector 6 
.final Go3k. 432984 . : .- 
R^istaiioBiM).ai0>mnicrcud Register Office: 140/1054/1991. 
Issued dock capital according toihe latest records . 
at 6eCrannercial Register Office: 73 t 337*900tfKmsaud 1 ROL . 
TfflmverjAl99&39jffl^3l thmaa&TlGL : • 

Netprofit in 1996: 2y8p4^440 thousand ROL, 


Total number of Aires at a aomina] value of 2SflM ROL each: 3,013*516. 
Tbesl^oinKnMpstriictiireisasMowi: 


Q. Stale Ownership Fund 
O ‘ financial InvestmentC 
O Shareowners through: 
O- Shm< assigned to thei 


r Montana 



The offer for the 51% braed stare i onitaL Le. U36J893 shares is 273,453,540 thousand ROL for 
Romanian investors, or 38,886,466 USD Tor foreign investors* 

Tbe Company PRES ENTAT ION FEE required to subscription to tic offer may be obtained at tbe State Ownership Food, SQFRDA 
BUSINESS CENTRE, OFFERS DIVISION of die International Relations Department. Bucorcfll, Sr, STAVR0POLE0S, itrA nhone 04- 
01/3110495; 3123130:3124231 and fn 04-01/3121841, da3y between 8.00 and KLOOhra. at a price of 1,600 USD far for eign or lew! 
entities or ROL equivalent at National Bank exchange rare applicable on the PRESENTATION FILE purchase date for Romanian citizens sal 
legal entities. 


This sum has to be transferred m advance to ate Stale Ownership Fund Kcumts: no. 53 14430000024230007. in USD a die Romanian Bank 
to Foreign Thule (BANCOREX) to foreign investors, or no. 1510980000607, in ROL, at the Romanian Bank for Ifeveknmem-Bucharcst 
Brandi (BRD-SMB) to Romanian investors. 


The minimal tavinamerflal conditions accepted far SEMANATOAREA SA Bucharest are included in the company PRESENTATION FILE. 


THE PRESENTATION f?JE mO be released on presentation t>£ 


□ identity raid (or passport fetoeign citizens); 


hi order vj- part^pstc m tic negnttewra, bitters are required to present evidence of -potting at the Seller's disposal 
ajpanc^’ofspimcipiimi^jyO3 ( 6Q0dirasaBd 

cafe to tte State Ovauifaip find, tb arooaff no. ^0016809003 13 u the Romanite citizens or legal entities; foreign ****»"« or legal 
eotitiesjniy pay casklDtfae Sate Chvner^FitiiL tosxoute^ 5314-00000024230007. iff USD, ante Romanian Bank forftreip 
That (SANOQREJQ: atematweisr tte Uddera may instruct the bank where to* fc&i tteffrcamro rciewm 
gnaraterevflafbr45d^s.-. :• , 


Bidden sboott sibantfe^ ttedocumetis stipulated by Government Dedson {HG) no. 457/1997 arti* 26, 

published in t MoataaAd&i£ do. 31^08,1997 to ifcSlMOwaenispI^ tteabovemtntioad 3 ddias, 5 ia' 

seataenvekp^priorfe30JiB,-199MiMto 
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TO times a day Srcixsair takes you 
from Heathrow to the /dps. For <3 
breathtaking view from ob ovt*. And 
a breathtaking hike from below. 

r*vi»sair 4 - wadd's nK*t refreshing airino- 
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Prince Al-Waleed 
eyes up Africa 

<5- j During 1 the recent fells 
in world markets 
Prince Al-Waleed of 
Saudi Arabia, perhaps 
one of the world's most 
successful bargain- 
hunters. drew on a 
cash reserve of he 
says, SSbn, and went on 
a baying spree. After a 
recent tour of 13 
’ * African countries, 

where 30 diverse pro- 
jects are being considered, be seems set to 
invest more In the continent- Page 21 

Daihatsu pursues feline appeal 

A car decorated with a cartoon 
cat is being launched by 
Daihatsu, the in altar of mini- 
vehicles, to attract female buy- 
ers. A special version of the 
Mira Modemo model will fea- 
ture images of “Hello Kitty’, a 
cat with a red ribbon. The mas- 
cot has been one of Japan's best- 
sailing Characters since Its Introduction by San- 
rio, a toymaker. in 1974. Page 18 

Networking motor in crossed lines 

The networking equipment sector, which has 
grown as inexorably as the internet, seems to 
have its lines crossed. 3Com and Cabletron, two 
of the top five networking companies, gave 
profit warnings on Monday. But it would be too 
easy to say the industry is past its peak. Page 16 



Companies In this Issue 


3Com 18 

AEW Partners 15 

AGF 20 

AST Research 18 

Air France 20 

ARtalta 14,20 

Alflanz 20 

Ambrovaneto 28 

Ascend 18 

Bencatfi Roma 20 

Bankers Trust Int. 21 

Banque Indosuaz 21 

Barrick Gold 15 

Bass 22,32 

Bay Networks 18 

Bio Avenir 10 

Biogen IB 

Boeing 9 

Brunswick Cptf Mgmnt 26 
CMS 15 

CNAC 18 

CS First Boston 15 

Cabtehon Systems 16 

Caripto 28 

Cataguazes 18 

Cteco Systems 18 

Cofaoe 20 

Continental Airlines 20 

Casern 15 

CrtidTt Lyonnais 3, 15 
Daewoo 21 

Dafwtsu 18 

Degusaa 20 

Easy Jet B 

EH Acquttalne 21 

Enwglpa 18 

Energis 22 

Finance One 15 

FltahlBCA 2B 

Ford 9 

Fortis 20 

Gen Banque de Belgium 15 
Genarall 20 

Gesttan 20 

Groat Universal 32 

Greenaiia 32 

Gucci 21 

H J. Heinz 18 

Hambros 18 


Heinz 14 

Hongkong Telecom 18 

Israeli Control Can. 20 

KLM 20 

La GAnBnaie 20 

MEPC 22 

M7NL 18 

Marsefllatae de Cred 21 
Merck 16 

Meyer Wsrft 3 

Morris Ashby 22 

Motorola 21 

NBM-AmstsUand 20 

NIB Stating 20 

NTT 18 

National Grid 22 

Netscape 21 

NewsCorp 21 

P&O 32 

Pacific Link 18 

PekaoSA 21 

Poteka Telecoms 21 

PotyGram 15 

Proton 21 

Quebecor 22 

RJB Mining 9 

Red Sea Hotels 20 

Reuters Holdings 32 

Royal Bank of Canada 19 
Royal Dutch/SheO 8 

SE-Banken 20 

SMH 20 

Samsung 16 

5ivensa 16 

Suez-Lyonnatee 20 

SwacfcanK 28 

Swiss Air 20 

Thamaa Water 8 

Toyota 1 

TrizecHahn 15 

Trustor 20 

United News & Media 32 
United UtHMae 8 

VCt 32 

Veba 20 

Watmcughs 32, 22 

WestLB 15 

Windward Capital 22 

YsmaJctri Securities 15 

Yuasa 9 


Market Statistics 


littlK/AiewJT^BW 


^Annual reports service 
Benchmark Govt bonds 
Band Mures and opttaw 
Bond prices ffod yields 
ComnmcWtes prteB 
Dividends a nn ounced, UK 
BUS currency rates 
Eurobond prices 
Fixed fmeroet Indfcaa 
FT/S&P-A Worid (ndtara 
FTSE Gold KiriM index 
Emerging Marion tends 


3031 FTSE Actuaries stare Indon 32 

24 Fcreftjn acctange 23 

24 Bits prices 24 

24 London stare service 30^1 

2B MBrieged funds esnrice 27-28 

22 Money markets 25 

25 Maw W) bond tow# 21 

24 Bourses 3448 

24 Recent Issues, UK 32 

33 Short-term M rates 23 

32 US WBrast rates 24 

24 World stock markets 33 


CROSSWORD, Page 28 
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Yamaichi clients pull out $93bn 


By Gillian Tett In Tokyo 

In one of the biggest runs ever 
Bern in Japan, investors have 
withdrawn securities worth 
Y12,Q00bn (S93.2bnl from Yam- 
aichi Securities, which col- 
lapsed late last month. 

The scale of the withdrawals 
from Japan's fourth-largest 
broker, which emerged yester- 
day, could make it much 
herder to find a buyer for 
Yamaichi' s domestic 
operations. Customer assets 
have fallen to YU49ibn from 
Y23,960bn in early October. 

One western banker, who 
had previously considered col- 
laborating with the group, 
said: “This shows Yamaichi is 


Run on assets could hinder broker’s sale 


a very damaged franchise. I 
think the chances of a buyer 
now are low." 

However, Philip Dunne, 
managing director of DLJ 
Phoenix, the corporate adviser 
managing the sale, insisted a 
sale was still possible. “We 
anticipate that should a qual- 
ity foreign or domestic firm 
pick up a substantial portion 
of the business, there would be 
a good prospect of customers 
returning to the group.” 

DLJ Phoenix is conducting 
discussions in Tokyo with 
potential buyers, including 


western investment banks but 
no deals have emerged so far. 

Credit Suisse First Boston, 
the Swiss investment bank, 
yesterday refused to comment 
cm market rumours that it was 
interested in part of the group. 
“We are not denying or con- 
firming this," it said. 

Some observers closely 
involved in the process have 
also suggested that Morgan 
Stanley, the US Investment 
bank, might be interested. 
However, Thierry Porto, head 
of Morgan Stanley in Japan, 
yesterday said his group was 


not "actively” seeking to pur- 
chase Yamaichi. 

Nevertheless, the US invest- 
ment bank has decided to pro- 
vide prices for foreign bonds, 
such as dual currency instru- 
ments, that Yamaichi under- 
wrote as lead manager. The 
move is intended to help the 
broker smoothly transfer its 
business, added Mr Porte. “We 
would encourage other foreign 
firms to do the same." he said. 

Other institutions, such as 
Yasuda Trust Bank, are also 
facing a flood of customer 
withdrawals amid rising public 


concern about the health of 
Japan's banks and brokers. 

Government officials insist 
these withdrawals do not pose 
a serious threat to other 
groups. However, the events 
have triggered a sharp rise in 
the number of applications to 
open accounts at foreign finan- 
cial institutions and at stron- 
ger Japanese banks, sucb as 
the Bank of Tokvo-Mltsubishi, 
the country's largest. 

Customer deposits at BTM 
rose by Y450bn - or about 3 
per cent - last month alone, it 
has emerged. Sumitomo and 
Sanwa banks have also seen 
sharp rises. 
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Canadian 
developer 
takes over 
Chicago 
skyscraper 

By Scott Morrison 
hi Toronto 


TrizecHahn. the Canadian 
property company, has 
acquired effective ownership 
of the Sears Tower in Chicago 
fay taking over a second mort- 
gage on the building at a dis- 
count price of US$70m. 

The company, the prop e rty 
vehicle of Peter Munk, who 
built Barrick Gold into one of 
the world's largest gold pro- 
ducers, win also assume a 
first mortgage obligation of 
3734m and buy an adjacent 
parking garage for 640m. 

TrizecHahn, which took con- 
trol of the 110-storey tower 
from AEW Partners, will not 
have titular ownership, for 
tax purposes. But it wifi take 
over property management 
and leasing at what until 
recently was the world's tall- 
est building. 

TrizecHahn said the deal 
gave it control of the tower at 
a 50 per cant discount to the 
replacement cost. 

The Sears Tower may be 
well-known, but it has 
brought little in the way of 
financial prestige in the recent 
past Though it is 91 per cent 
occupied, rents are about 40 
per cent below market prices 
as many leases were signed 
when the local market was in 
a slump. 

The expiry of leases over the 
next few years offers the com- 
pany "exceptional potential" 
in an improving office market 
said Casey Wold, president of 
TrizecHahn Office Properties. 
As with past acquisitions, the 
Sears Tower transaction will 
allow the company to improve 
returns through aggressive 
property management 
The deal Is fire latest In a 
series of acquisitions by 
TrizecHahn totalling *1.4bn 
this year. It takes the com- 
pany a step closer to its goal 
of becoming a leading global 
property firm. 

TrizecHahn expects to 
Invest an additional tllm-S2bn 
in acquisitions and develop- 
ment projects in 1898. The 
Chrysler Building in New 
York could be the company’s 
next acquisition. However, 
some industry analysts sug- 
gest the US pro p erty market 
may be dose to peaking. 

The company is expected to 
begin constructing office 
buildings in Toronto and Cal- 
gary in the next few months 
and it has several shopping 
centre and entertainment 
development projects planned 
In the US. 

Mr Munk said he was 
looking for Joint-venture part- 
ners with whom to acquire or 
develop mixed use, office and 
entertainment projects in east 
Asia and South America, 
TrizecHahn was formed late 
year when Horsham, Mr 
Monk's cash-rich holding com- 
pany, merged with under- 
funded developer Trizec. 
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Acquiring hundreds of films, such as When Harry met Sally, from Orddit Lyonnais will treble PolyGram’s film catalogue 

PolyGram agrees movie deals 


By Alice Rawsthom In London 

PolyGram, the Dutch enter- 
tainment group, has agreed 
terms to acquire The Gradu- 
ate, Blue Velvet, When Harry 
met Sally and hundreds of 
other films which belonged to 
Credit Lyonnais, the troubled 
French bank, for t22fim. 

It has also clinched a pro- 
duction deal with Ridley and 
Tony Scott, the British 
brothers who have directed a 
string of Hollywood bits 
including Blade Runner, 
Thelma and Louise and Crim- 
son Tide. The Scotta will sup- 
ply up to IS films for Poly- 
Gram over three years. 

PolyGram, one of the world's 
largest record companies with 
acts such as 112, Hanson and 


Sheryl Grow on its roster, has 
Invested nearly $80dm in a six- 
year-old attempt to establish a 
European-owned rival to the 
Hollywood movie studios. 

In spite of box office suc- 
cesses such as Bean, Fargo 
and Four Weddings and a 
Funeral. PolyGram'e film sub- 
sidiary is still lossmaking. The 
acquisition of the Crfidit Lyon-, 
nais library and the Scott deal 
is an important step following 
the group's unsuccessful bid 
for MGM-UA, the US movie 
studio, last year. 

The Credit Lyonnais library, 
including 1,051 pictures that 
came into its possession dur- 
ing an ill-fated foray into Hol- 
lywood in the early 1990s, was 
put up for sale in August by 
Consortium de Realisat ion, an 


organisation formed by the 
French government to sell 
some of the bank's assets. 

Film catalogues come on the 
market so rarely that Poly- 
Gram. TO per cent owned by 
Philips, the Dutch consumer 
electronics concern, faced stiff 
competition from rival bidders. 
Including Walt Disney and 
20th Century Fox. 

The only other substantia] 
film library currently available 
Is that of Ciby 2000, the film 
company owned by Bouygues, 
the French construction group. 
The Qby sate should be con- 
cluded shortly. 

PolyGram, advised by Ban- 
son & Co, the Beverley Hills- 
based associate of Sod rift Gen- 
erate, the French banking 
group, expects to conclude the 


Credit Lyonnais library deal 
early next year, subject to the 
agreement of the French and 
US governments. 

The acquisition will treble 
the size of PolyGram’s 500- 
strong film catalogue. The 
group has long been anxious 
to augment its film library to 
exploit the market for selling 
film rights to broadcasters. 

PolyGram has also been try- 
ing to increase its film produc- 
tion capacity to supply its dis- 
tribution network. 

The agreement with the 
Scotts gives PolyGram “first 
look” rights to the four or five 
films made each year by Scott 
Free, the brothers’ production 
company. 
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Late bid by 
WestLB for 
suspended 
Thai bank 

By Ted Bardacke In Bangkok 

Westdeutsche Landesbank, 
Germany’s biggest public sec- 
tor bank, is making a last min- 
ute attempt to take over 
Finance One, Thailand's larg- 
est suspended finance com- 
pany. which may be liquidated 
by the Thai government next 
Monday. 

The WestLB bid Is a 
response by senior creditors to 
a plan to take over Finance 
One presented last week by CS 
First Boston. This would have 
seen CS First Boston get its 
credits to Finance One repaid 
before other creditors. 

Thai authorities are sched- 
uled to announce the fate of 58 
suspended finance companies 
on December 8 and have 
reportedly already decided 
which ones will be allowed to 
reopen, based on rehabilitation 
plans submitted five weeks 
ago. Bankers said they had 
been assured by finance minis- 
try officials that the WestLB 
plan would be considered, 
partly because it was backed 
by the International Finance 
Corporation, the private 
investment arm of the World 
Bank. 

The new plan involves a 
$50m investment In Finance 
One by WestLB, with a further 
S50m available on a standby 
basis from senior creditors. 
WestLB will bring in (21m in 
new investment and $29m of 
conversion of debt into equity. 

Other senior creditors would 
convert an additional Bt5.7bu 
($136. 5m) of debt into equity. 
The plan also assumes that 
Thailand's central bank, with 
up to Bt50bu in outstanding 
loans to Finance One, would 
end up with a 33 per cent stake 
in the company by converting 
debt into equity. 

The centre! bank has yet to 
say whether it is prepared to 
swap debt into equity at any of 
the suspended companies. But 
WestLB and other bankers 
said the central bank should 
support the plan because it 
would bring in a credible for- 
eign partner with new capital 
to reopen the company and 
achieve a level off recovery for 
creditors equivalent to 60 per 
cent of the net present value of 
their outstanding loans to 
Finance One. 

Bankers said the CS First 
Boston plan would see credi- 
tors recover only JHM0 per cent 
although the Swlss-US bank 
would recover more by repay- 
ing Finance One’s eurobonds, 
half of which are thought to be 
owned by CS First Boston. 


Hambros close to 
selling corporate 
lending operation 


By Georgs Gramm) 

In London 

Hambros, the investment 
banking group, Is close to an 


agreement on the sale of Its 
corporate lending activities 
with G4rtorale de Banque of 
Belgium. 

But discussions with other 
banks could lead to the sale of 
a larger part of the Hambros 
banking business. 

Hambros, which recently 
appointed Schrodere to advise 
It on how to Improve its per- 
formance, yesterday confirmed 
it was In discussions with sev- 
eral companies. 

“A number of companies 
have expressed interest in 
acquiring part or all of the 
activities of Hambros Bank.” 

The company said yesterday 
the discussions did not involve 
Hambro Countrywide, Hambro 
Insurance Services, the private 
equity investment business, or 
Guinness Flight Hambro Asset 
Management There was “no 
consideration of a potential 
offer for Hambros pic". 

G&n&rale de Banque said 
yesterday its talks were still at 
a preliminary stage and only 
concerned a small part of 
Hambros’ activities. 

But other banks, t ho ught to 
include Royal Bank at Canada, 
Investec Holdings of South 
Africa and SocldtS Generate of 
France, are also understood to 
be interested in larger ptations 
of the business. 

Besides the units which it 
said were specifically excluded 
from any discussions, 
Hambros . includes private 
banking, corporate finance and 
□nit focusing on the Private 
Finance Initiative, 


Perhaps most attractive to 
other investment banks is a 
successful bond business with 
specialities in Australian and 
Hew Zealand dollars and 
South African rand. 

Getting rid of the £980m 
(S1.5bn) corporate loan book 
would be unlikely to make 
Hambros a profit, but the 
removal of overheads and 
release of capital would go a 
long way towards addressing 
Its profitability problems. 

The banking group cut staff 
from l,93Q two years ago to 
1,413 today, but Is still dogged 
by a cost base which some 
analysts estimate to be about 
£30m a year too heavy to allow 
any reasonable return. 

Depending on the precise 
terms of any deal, it could 
leave Hambros with a more 
narrowly focused investment 
banking business capable of 
making an adequate return an 
capital. 

But the group has come 
under intense pressure from 
large institutional investors to 
improve its performance. They 
will be hard to convince that a 
limited disposal goes far 
enough. 

Gfen&rale de Banque has 
been expanding in the UK, tar- 
geting UK companies with the 
argument that they win need a 
truly European bank once the 
euro has been introduced. 
Adding Hambros’ corporate 
lending business would give It 
a relatively quick route to 
expansion. 

Hambros’ statement was 
released just before the stock 
market dosed in London, and 
its share price, which had 
risen sharply on Tuesday, 
closed i%p lower at 267p. 
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AMERICAS NE V^S DIGEST . 

in $130m 
pacit with Merck 

Blogen, one of the largest US biotechnology companies, 
has announced a $i30m collaboration with Merck, the US 
PhannaeeuticaJs group. The deal gives Mock worldwide 
marketing rights to a promising new compound for . 
asthma drugs, and Biogen will develop .the same com- 
pound for use in the treatment of multiple sclerosis. Bio- ' 
gen will receive “escalating double-digit royalties" on any 
product Merck brings to market using the technology. • 

The deal is a boost for Biogen. It collects about $lB0m a 
year in royalty payments for products discovered in the 
parly 1380a. but that revalue stream will slow as patents 
begin to expire in 2000. Merck will launch nllnlnai trials • 
for the compound next year, and Blogen hopes to begin 
c li nical trials for' multiple sclerosis in 1999. 

Biogen will receive $15m up-front, with the remainder 
of the sum paid as the company readies pre-set scientific 
milestones. " Victoria Griffith, Boston 

■ STEEL 


AST cuts 
1,120 staff 
as market 
share falls 


By ffic hotes D enton 
in San Francisco 


Sivensa posts 30.8% decline 

Siderurgka Venezolana. the Venezuelan steelmaker, 

posted a net profit of 837.8m for the year ended September 

30, down 30.8 per cent from the previous year. Net sales 
were 8758m, up 16.3 per cent from 1996. Sivensa also 
reported an operating profit of 575.5m, up 103 per cent No 
fourtiHiuarter figures were provided. 

Sivensa Is the country's largest private sector exporter, 
selling raw materials, semi-finished and finished products 
to the steel, construction, automotive, agriculture and 
petroleum industries. AP-DJ, Caracas 

I CANADA 


Royal Bank lifts dividend 

Royal Bank of Canada has boosted its quarterly common 
share dividend to 42 Canadian cents a share from 39 
cents. The bank said it benefited from a strong Canadian 
economy and healthy capital markets In the latest fiscal 
year. It had solid growth in personal and small business 
lending, and good performance from fee-based b usinesses 
such as mutual funds, global private banking, securities 
custody, investment management, retail brokerage, and 
investment Hnniring and trading. The bank also said it 
had gained market share in mortgages, personal loans 
and commercial loans. AP-DJ, Toronto 

■ THRIFTS 


Earnings slip in third quarter 

Third-quarter namin gs of US thrifts - non-bank institu- 
tions that receive deposits and make loans - fell 20 per 
cent from the levels recorded in the second quarter. The 
decline was mostly the result of one-time charges from 
three large industry mergers, the Office of Thrift Supervi- 
sion fOTS) said. 

The 1,238 thrifts regulated by the OTS earned $1.3Sbn in 
the third quarter, down from $1.69bn in the previous three 
months. Earning s in the third quarter of 1996 totalled 
$1.58bn, excluding a one-time charge to recapitalise their 
deposit insurance fund. 

Return on assets, a key measure of profitability, fell to 
0.71 per cent in the third quarter from 0.89 per cent in the 
preceding period. The fell also was related to the acquisi- 
tion charges, the OTS said. AP-DJ. Washington, DC 


Energipe sold at 



A US computer making 
division of Samsung, one of 
South Korea’s troubled con- 
glomerates, is to make 
redundant 1.120 employees 
and abandon many of its 
ambitions. 

AST Research, which Sam- 
sung purchased In April for 
about $170m, was once 
regarded as a challenger to 
Compaq in the personal 
com p uter business. 

However, the company’s 
US market share has fallen 
from 3.9 per cent in 1994 to 
2.4 per cent in 1996, accord- 
ing to Dataquest - despite 
pioneering the PC costing 
less than 81,000. 

AST, which made its name 
in the retail computer mar- 
ket, said it would limit its 
activities to specific regional 
markets and cu s tomers such 
as small businesses. 

“Looking squarely at our 
recent performance in the 
context of the competitive 
landscape for PCs; onr 
long-term goal can no lon- 
ger be simply to sell more 
PCs to more customers," 
said S.T. Kim, chief execu- 
tive. 

Analysts said economic 
turmoil in South-East Asia 
was likely to have dimin- 
ished Samsung's capacity to 
prop up AST, which 
reported a 8170m loss in the 
last quarter before Samsung 
a cquired the shares it did 
not already own. 

The devaluation of the 
South Korean currency and 
the bankruptcy of some of 
the country’s leading con- 
glomerates has had no 
direct bearing on AST’s 
redundancies, where staff 
numbers are set to fall 37 
per cent. 

But the company has been 
hit by the decline in mar- 
gins tn the PC anatinffar + nr - 
ing industry, and the most 
efficient producers have 
gninaH market share at the 
expense of smaller competi- 
tors. The industry is increas- 
ingly dominated by Dell, 
Compaq Computer. Interna- 
tional Business Machines 
and HewIettrPackartL 


By Jona t ha n Wheatley - 

In S3o Pauk) 

The fast-moving privat- 
isation of Brazil’s electricity 
industry advanced yesterday 
with the sale of Energipe, a 
distributor in file north-east- 
ern state of Sergipe, for 
B3577.1m (US852Qm), - a pre- 
mium of 97 per cent to the 
minimum mice Of R8292An. 

The buyer is Catagoazes- 
Leopoldina, a family-con- 
trolled distributor operating 
in the states of Afinas Gerais 
and Rio de Janeiro. Anifinio 
Previtali, financial director, 
said the company was in 


taneg with CMS of Michigan 
about a possible partnership. 

“We didn't reach agree- 
ment before the sale, but 
they called us a fter war d s to 
say they are still interested," 
Mr Previtali said, adding the 
price paid reflected esti- 
mates of potential wmwig n 
from a growing market and 
room for cost savings. 

Energipe is the sixth dis- 
tributor to be sold in as 
many weeks. The sales have 
attracted large premiums, 
underlining potential for 
growth in an industry which 
has suffered from underin- 
vestment and inefficiency. 


Last week. Cematx the 

electric i ty distributor in the 
state of Mato Grosso, was 
sold for R839L5m to a con- 
sortium led by Grnpo Rede, 
a Brazilian utility. The pre- 
mium paid was 21 per cent 
above the minimum price. '' 
. The- sales continue: on 
December 12 with Cosem, a 
distributor tnRio Grande do 
Norte. Analysts -expect total 
revenues from electricity pri- 
. vatisatioa to reach $45bn by 
the aid of the decade. 

“These are ouce-tn-a-life- 
thnt» opportunities to enter 
. the Brazilian market,” said 
Emanu el Dutra at Deutsche 


Morgan. Grenfell . in Sfio 
Paula- ' * 

Recent sales.wMch have 
taken place against a back- 
ground of -..falling .share 
prices and turmoil on finan- 
cial markets, showed inves- 
tors were taking a tang-term 
.view of. Brazil's potential. - 
Nevertheless, Mr Dtttra 
said Cataguazes-Leopoldlna's 
bid was “not Justified” by 
Energlpe’s earnings poten- 
tial and reflected the buyer's 
determination to win the 
auction after its unsuccess- 
ful. bidfar CemaL 

“Cataguazes-Leopoldina is 

a . small . company that needs 


to gain scale to survive in an 
increasingly competitive 
market," he sakL The P«J> 
chase would almost triple its 

electricity sales. 

If CMS reaches agreement 

with Cataguazes-Leopoldina 

it.wift follow a string ot for- 
eign. utilities which have 
•entered the Brazilian mar- 
ket- .'Last year, a consortium 
including Chilectra of Chile 
nnd Endesa of Spain bough t 
Ceifln Rid state; and Electn- 
cite de- France, Houston 
Power and AES of the US 
took part -in a consortium 
.that -bought Light, another 
Rio distributor. 


Convergence heralds crossed lines 

Mixed results from network equipment groups as Vertical integration looms 


T he networking equip- 
ment industry, which 
has until recently 
grown as inexorably as the 
internet itself, appears to 
have got Its lines crossed. 

Dashing market expecta- 
tions, 3Com and Cabletron 
Systems, two of the leading 
five networking companies, 
made profit warnings on 
Monday. 3Com said that in 
the quarter Just ended it 
would show only a slight 
profit. Cabletron projected 
8-12 cents of earnings per 
share compared with 39 
cents forecast on average by 
Investment analysts polled 
by First CalL 

Even before Monday's 
announcement. 3Com was 
down 66 per cent from its 
year fri g ** and by yesterday 
midday was off 60 per cent; 
Cabletron, although 66 per 
cent down, has performed 
better than Ascend Commu- 
nications, another manufac- 
turer, which has plunged 70 
per cent from its peak. 

But it would be too easy to 
conclude that the industry, 
which in the past five 
years typically enjoyed reve- 
nue growth rates of 30-50 per 
cent as companies and carri- 
ers have built data net- 
works, is past its peak. 

Most of the reasons for the 
earnings disappointments 
are specific to the compa- 
nies. “I don't think that 
there is a common theme,” 
says Paul Johnson, network- 
ing analyst with BancAmer- 
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CUSIP No. 

Principal 
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Security Description 

Cat) Data 

Call Pries 

Rttarenct 

Security 

Fixed 

Spread 

15720RAB3 

S38.OOC.000 

10 5/B% Notes due 2004 

12/30131 

869925 

6 1/8% Note due 12/31/01 

4.10% 

MM1241502 

S2.000.000 

10 £Va°a Notes due 2004 

12/3001 

$89925 

6 1/8% Note due 12/3101 

4.10% 

15720RAA5 

S85.450.000 

11 1/8°. Notes due 2004 

1001/01 

$992.50 

6 3/8% Note due 9/3001 

4.10% 

15720QAA7 

$14,550,000 

11 1/8% Notes due 2004 

10 /01/01 

899250 

63/8% Note due 9/3001 

4.10% 


THE OFFERS WILL EXPIRE AT 12:00 NOON, NEW YORK CITY TIME, ON WEDNESDAY, DECEMBER 31, 1997, 
UNLESS EXTENDED OR EARLIER TERMINATED (THE “EXPIRATION DATE”). THE CONSENT DATE FOR 
EACH ISSUE OF THE NOTES IS 5:00 P.M n NEW YORK CITY TIME, ON FFtiDAY, DECEMBER 12, 1907 OR 
SUCH LATER DATE TO WHICH n~ MAY BE EXTENDED (THE “CONSENT DATE”). 


ltBndared Notes may be withdrawn and Consents and Primes may be revoked a any Nme a a pda » toa Consent Date, btf not Iterator (escept atoer certain Smil- 
edWo rtasnce s Ascribed mae i tuBy ar toe Ofcr to Pu otoata L Hddere of Naas wtw tonda such Notes tor payment purauant to toa Priam wi be required. aaacontMcn 
taav^wrxter.totewdtfveredtoarCtonserttoatoProxvPvratotBvaatreftapQsedA i ivw«im«»s < nnd «nmWm i^ggvprig»T>ffn M tind9niire rtaHoMnrYi Notes 
ae nut ptoperty tendered jxxsuani to toe Otters pna to toe Careat Date, a such Hddert; Consert a* Proxy stoa Is rwt aepaty rttvaad. a ae revoked art not prep- 
«ty redBSvefed. pna to toa Consen D^, suto HMa wi rrt recem toe Consari Pajrtent. ever toough toe Proposed Amendments «■ be eBeotve aa to al Notes. 
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lea Robertson Stephens. 

3Com blames the innfc of 
an internationally accepted 
standard for fast modems 
capable of transmitting data 
over ordinary telephone 
lines at 56,000 bits per. sec- 
ond. Its main problem was 
excess inventory, the slim- 
ming of which by three to 
five weeks worth of produc- 
tion. has depressed reported 
revenues in the quarter just 
ended. 

Cabletron cites delays in 
US federal government 
orders and weakness in 
other domestic markets. 

The final set of excuses 
comes from Ascend, which 
has noted slowing Interna- 


tional demand, and deals 
between providers of inter- 
net service, resulting in a 
rationalisation of orders. 

The notion of some indus- 
try-wide malaise . Is under- 
mined by the performance of 
Cisco Systems, by far the 
largest company in the sec- 
tor with a market capitalisa- 
tion of $5Sbn, and Bay Net- 
works. ' 

Cisco, which leads in pro- 
viding the routers which 
direct traffic over corporate 
networks, has consistently 
exceeded expectations. Its 
shares, up 91 per cent since 
May, are close to their 
all-time high. “Complacency 
is the only real threat,'’ says 


Mr Johnson. And Bay, 
Althoug h its Share price Is 34 

per cent below its peak, has 
won rave reviews for a new 
device which by some mea- 
sures directs traffic more 
rapidly t han Cisco's flagship 
product 

espite these varying 
fortunes, there are 
some' common fac- 
tors which help explain the 
recent disappointments to 
Investors in the sector. 

“Although companies 
don’t like to give one sup- 
plier the control that Micro- 
soft, for Instance, has in 
other sectors, there is a ten- 
dency for them to buy from 
fewer suppliers," says David 
House, chief executive of 
Bay Networks. 

That - has encouraged ven- 
dors, largely through acqui- 
sitions, to broaden their 
product range, to offer a one- 
stop shop for networking 


Thus 3Com acquired US 
Robotics and Ascend bought 
Cascade Communications 
oariipr this year. Deals such 
as these have brought the 
larger networking compa- 
nies. which earlier speci- 
alised in particular equip- 
ment such as network 
interface cards or routers,' 
into more direct competition 
with each other. 

As wen as prompting price 
cuts, these combinations 
have been difficult to exe- 
cute. For instance, 3Com’s 


problems owe much to the 
different inventory systems 
in place at the parent com- 
pany and the US Robotics 
business it acquired. 

Moreover, as the personal 
computer, telecommunica- 
tions and networking indus- 
tries converge, new competi- 
tors have emerged. One 
example is Intel, the com- 
puter chip maker, which has 
branched out into network 
interfere cards. 

Nevertheless, the spate of 
recent deals, however desta- 
bilising in the short run, will 
create companies better able 
to compete in this enlarged 
market, selling not just to 
businesses but to the tele-' 
com carriers and consumers 
that respectively provide 
and use internet access. 

Tt is not the fact that the 
future of the networking 
industry Is darker than we 
thought,” says Eric 
Benhamou, chief executive 
of 3Com. “What is happening 
is a transition from a 
high-end. well-understood 
enterprise market to a much 
broader market. We are 
going from a $15bn-a-year 
Industry to a $50bn-a-year 
industry." 

In so fer as that is true, 
the recent twinges in 
networking stocks are - like 
the occasional blackouts on 
the internet and the America 
Online network - growing 
pains. 

Nicholas Denton 


Heinz surges as O’Reilly quits 


By Richard Tomkins 
in New York 

Shares in H. J. Heinz, the US 
food company, surged 81%. 
or 8 per cent to a record 
high of $54% in early trading 
yesterday as Wall Street 
digested the implications of 
Tony O'Reilly’s decision to 
step down as chief executive. 

Late on Tuesday, Heinz 
announced Mr O’Reilly, 61, 
would be succeeded by Wil- 
liam Johnson, 48. the compa- 
ny’s president and chief 
operating officer, at the end 
of the fiscal year next April 
Mr O’Reilly will remain non- 
executive chairman until 
September 2000. 

Yesterday, Bear Stearns, 
the Wall Street securities 
house, upgraded Heinz to 
buy" as industry-watchers 
speculated Mr Johnson 
would move more aggres- 
sively to cut costs and 
Increase earnings. 

Terry Bivens, a Bear 
Sterns analyst, said Mr 
Johnson was “an extremely 
aggressive and results -ori- 
ented" executive with a rep- 
utation for having turned 
Heinz's StarKist tuna and 
pet food units into two of its 
best per f orm i ng businesses. 
“I think he win be much 


more action-oriented," Mr 
Bivens said. “Tony O'Reilly 
has obviously had a wonder- 
ful run, and he’s a great fel- 
low, but I think everybody 
realised it was time for a 
little new blood.” 

Mr Bivens said yesterday’s . 
increase in Heinz's stock 
price, which came on top of 
a $1% rise the previous day. 
also reflected the elimina- 
tion of worries that Mr John- 
son would leave if Mr 
O'Reilly waited too long to 
hand over control. 

Last year, David Scully, 
long regarded a potential 
successor to Mr O’Reilly, left 
the company after 22 years 
to become a principal of 
Blackburn, a New York 
investment firm. 

Mr O’Reilly, a former 
rugby star with a reputation 
as a larger-than-life figure, 
was unavailable . for com- 
ment yesterday because he 
was on his way to London to 
be inducted into a newly cre- 
ated International Rugby 
Hall of Fame. 

He has been Heinz's chief 
executive for 18 years, dur- 
ing which the company’s 
market capitalisation 
increased from $900m to 
$19bn. But the stock has 
underperformed the wider 


i 'vr.. ■ 



Good run: Tony O’Reilly in his rugby football days ausport 


market over the past five 
years, partly because of the 
poor performance of the 
company’s Weight Watchers 
division. 

Mr O’Reilly has also been 
criticised for his pay - he 
received 82.9m in cash and 
kind in the last financial 
year, plus 750,000 stock 
options — and for chairin g a 
board with an unusually 


high proportion of company 
Insiders and friends. 

Institutional investors, 
particularly TIAA-Cref. the 
college teachers’ pension 
fund, have been putting 
strong pressure on Heinz to 
reform its board, but Heinz 
indicated yesterday it had no 
plans to do so. 

See Lex and Observer 
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The Financial Times plans to publish a Survey on 

Singapore 

on Wednesday March 18 


For more i n forma ti on, please contact: 

Gavin Bishop 

Tel: 65 736 4153 Fax: 65 734 0957 
or Jenny Mkldleton 

Tel: +44 171 873 3794 Fax: +44 171 873 3204 
or your usual Financial Times representative. 
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FT WORLD 
POLICY GUIDE 


FT World Policy Guide is the only international source of 
information on new products and policy innovations in the 
commercial insurance market. 

Published monthly, it examines a different class of 
insurance in each issue, comparing policy wordings and 
types of cover in the UK and worldwide. The two-year 
subject programme builds into a complete library of 
insurance policies, instantly available for easy reference. 


FT World Policy Guide 

analyses and comments on: 

Key market players and how they 
have performed 

Significant policy trends 
Special risk factors 

Disputed policy wordings - with 
contributions from top lawyers 

2 year subscription: 

£830 (UK) £860/$1462 (Overseas) 


For further information contact: 
FT Finance, Maple House, 
149 Tottenham Court Road, 
London W1P9LL, UK 
Telephone: +44 (0) 171 896 2286 
Fax: +44 (0)171 896 2319 
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THE GOVERNMENT OF SANTA FE 

A GROWING PROVINCE 


ARGENTINE REPUBLIC 

FINANCES AND TREASURY DEPARTAMENT 

BANCO DE SANTA FE SA.P.E.M. 


NATIONAL AND INTERNATIONAL PUBLIC BID No. 2064/97 
NEW DATES FOR PRESENTATION AND OPENING 


OBJECT: The sale of the totality of the Class "A" shares representing a 90% {ninety per 
cent) of the capital stock of the NUEVO BANCO DE SANTA FE S A 


SALE OF THE SPECIFICATIONS: At the BANCO DE SANTA FE S.A.P.E.M. - Home Office 
Santa Fe - Calle 25 de Mayo 2499, 3rd. floor, City of Santa Fe, Argentina; - Horne Office 
Rosario - Calle Cordoba 962, 2nd. floor, City of Rosario, Argentina; or Buenos Aires Branch, 
Calle 25 de Mayo 168, 2nd. floor. Capital Federal, Argentina; until March 24th. 1998. 


VALUE OF THE BID SPECIFICATIONS: $20,000,00 (twenty thousand pesos). 


PRESENTATION OF TENDERS: The Technical and Financial-Economic Tenders shall be 
filed jointly, at the Office of the Finances and Treasury Minister of the Santa Fe Province, 
located at Calle 3 de Febrero 2849, Government Buildng 1st floor, City of Santa Fe (Zip 
Code 3.000), Argentina, until 12:00 o'clock of the 25th. day of March 1998. 


OPENING OF THE TENDERS: The Technical and Financial-Economic Tenders Shall be 
opened in a public ceremony, at the Office of t/w Finances and Treasury Minister of the 
Santa Fe Province, located at Calle 3 de Febrero 2649, Government Building 1st floor. City 
of Santa Fe (Zip Code 3.000), Argentina; on the 25th. day of March 1998 and on April 16th, 
1998 respectively, or on the first subsequent working day, should those days be a holiday, 
at 12:00 o'clock. 


CONSULTS: For any information go towards the President of the Directory of the BANCO 
DE SANTA FE S.A.P.E.M., ACC. Walter A Agosto, Calle Tucumdn 2545 r, City of Santa Fe 
(Zip Code 3.000), Argentina, - Tel: 54-42-622-868 or 54-42-525-400. 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


CNAC plans Hong Kong listing 


By John Ridding 
in Hong Kong 


China National Aviation 
Company (CNAC). the com- 
mercial arm of China's avia- 
tion regulator, is to raise 
HKS620m (USSSOm) through 
a share placement and a list- 
ing on the Hong Kong stock 
market. Peregrine Capital 
announced yesterday. 

Along with the planned 
share issue by Tianjin Devel- 
opment. the announcement 
marks a resumption of Hong 
Kong listings by mainland 
industrial groups - although 
at reduced valuations. CNAC 
and other mainland-backed 
companies had postponed 
listings after sharp foils on 
the territory’s stock market 

Peregrine Capital said it 
had placed shares worth 
HK$552m with institutional 


investors yesterday. Francis 
Leung, managing director of 
Peregrine international 
Holdings, the Hong Kong- 
based Investment bank, 
described the issue as a 

"great achievement” given 
the market conditions. "This 
issue has been very well 
received in the institutional 
marketplace and the placing 
closed well oversubscribed,** 
said Mr Leung. 

Tire next phase in the com- 
pany’s listing will be the 
launch of the IPO next week. 
Combined with the place- 
ment, the total proceeds will 

be HK$620m. for lower than 
in trial forecasts of more than 
HKSlbn. The total number of 
shares to be issued, includ- 
ing an earlier tranche for 
strategic industrial inves- 
tors, remains the same, rep- 
resenting about 25 per cent 


HK Telecom 
in HK$4.83bn 


mobile buy 


By Louise Lucas 
In Hong Kong 


Hongkong Telecom, the 
territory’s dominant carrier, 
will pay HK$4.83bn 
| (US$624m) to take over 
Pacific Link Communica- 
tions, Hong Kong's fourth 
biggest mobile telephone 
operator. 

The deal adds two net- 
works and 265,000 subscrib- 
ers to Hong Kong Telecom 
CSL, Hongkong Telecom’s 
own cellular arm. It allows 
CSL to become the first oper- 
ator to offer fully global 
roaming. 

Analysts said the price 
was fair, as it gave Hong- 
kong Telecom extra spec- 
trum and an existing net- 
work and subscriber base. 

This puts it on an equal 
footing with Hutchison Tele- 
com, which also runs three 
different technology net- 
works, and enables Hong- 
kong Telecom to regain its 
top ranking for numbers of' 
subscribers in the territory. 

Investors also welcomed 
the move, pushing Hong- 
kong Telecom's share price 
1.3 per cent higher to close 
yesterday at HKS15.70. The 
share price of First Pacific, 
the Asian conglomerate that 
controls Pacific Link, was 
unchanged at HKS5.50, in 
line with the market’s per- 
formance. 

First Pacific owns 65 per 
cent of Pacific Link and the 
balance is held by Vodafone 
Group of the UK. Pacific 
Link had been considering a 
stock market listing, 
although the move was 
shelved because of the tur- 
moil on Aslan markets. 

Manuel Pagjlinan. manag- 


ing director of First Pacific, 
said the company’s exit from 
the Hcmg Kong telecoms sec- 
tor was a result of heavy 
competition. “First Pacific 
has taken the view that it 
will focus its telecommunica- 
tions efforts on markets 
where it can be the domi- 
nant player or a solid second 
operator. 

*Tt would clearly be diffi- 
cult for us to achieve that 
status in Hong Kong, where 
the local mobile communica- 
tions market is Extremely 
competitive and consolida- 
tion is necessary.” he said. 

The sale will leave First 
Pacific with a hole in earn- 
ings next year of an esti- 
mated US$3 0m, or 12 per 
cent of bottom-line earnings. 
Nikko Securities points out 
that selling a Hong Kong 
business will, by default, 
increase Its exposure to the 
stricken economies of sooth: 
east Asia. 

After retiring Pacific 
Link's debt. First Pacific win 
receive about HE$2.4bn, as 
well as a further HK$350m 
from the repayment of a 
facility extended to the 
mobile arm. Analysts say 
the cash will refuel specula- 
tion that First Pacific is to 
buy into San Miguel, the 
Philippines brewery. 

However, it is likely the 
group's first priority will be 
to inject more equity into 
Smart Communications, the 
Philippines telecoms com- 
pany in which it has a 52 per 
cent stake. Smart’s planned 
listing has been repeatedly 
shelved in the face of the 
Asian markets turmoil- Ana- 
lysts expect existing share- 
holders to make good the 
funding. 


Daihatsu taps 
feline appeal 


By Michiyo Nakamoto 
in Tokyo 



A car bedecked with a 
cartoon cat is being 
launched by Daihatsu, the 
maker of mini-vehicles, in an 
attempt to woo Japanese 
women, who have always 
had a soft spot for cute 
things. 

A special version of the 
Mira Modemo model will 
feature HeDo Kitty, the cat 
with the red ribbon, on its 
front grille, wheel caps and 
back doors. Drivers with a 
j Kitty fixation can see their 
favourite- cat on the front 
; instrument panel, the seat 
covers, and the floor mats. 
Even the head of the car key 
will feature the feline’s face. 

.The launch of the cat car 
next month comes amid one 
of the worst seasons for the 
Japanese car industry in 
recent memory. Car sales in 
November fell 23.5 per cent, 
the largest drop since the oil 
shock or 1973, the year 
before Hello Kitty was bom. 

Domestic car sales have 
been battered by a consump- 
tion tax increase in April 
and poor consumer senti- 
ment, which has been aggra- 
vated by failures In Japan's 
financial industry. 

Strong export markets 
have so far enabled many 
Japanese carmakers to make 
up for the drop in domestic 
demand, but analysts expect 
the fall in Asian demand 
could mean a foil in domes- 
tic production for . the first 
time hi four years. 

Daihatsu, Japan's second 
largest mini-vehicle maker 
which is affiliated with 
Toyota, enjoyed strong 
exports to Europe but suf- 



Coolcat 

fered a 15 per cent decline in 
unit sales in Japan. 

The company is hoping Its 
Hello Kitty car will lift its 
fortunes. The mascot has 
been one of the longest-sell- 
ing character goods in Japan 
since it was brought into the 
world in 1974 by Sanrio, a 
toy and character goods 
maker. It features on every- 
thing from children's under- 
wear and Christmas stock- 
ings to personal handy 
phones. 

A recent revival in its 
popularity among young 
women, who grew up with 
the cat encouraged Daihatsu 
to feature Hello Kitty. 
Women buyers account for 
more than 60 per cent of the 
market for small cars with 
an engine capacity of 
6G0cc. 

The cat’s renewed popular- 
ity has also lifted profits at 
Sanrio. Operating profits in 
the first half of the year rose 
nearly four times to Y6.8bn 
(¥5&n), supported by sales of 
Hello Kitty goods. 

Daihatsu alms to sell 800 
of the cars a month at a 
price of Y869.Q00. In Japa- 
nese, the numbers 8,6,9 
sound like the first three 
characters for Hello Kitty. 


of CNACs capital- But pric- 
ing has been reduced as mar- 
ket conditions are weak. 

While Peregrine 'was the 
sole underwriter for the 
placement with Hong Kong 
and international institu- 
tions, the IPO will be jointly 
sponsored with BZW (Asia). 

The deal represents a wel- 
come boost for both invest- 
ment banks. Peregrine 
announced last week that it 
was cutting its 1.750 work- 
force by 275 as a result of the 
regional financial turmoil. 
BZW (Asia) is seeking a 
buyer following the decision 
by Barclays of the UK to sell 
much of its investment 
banking operations. 

Shares in the placement 
have been issued at HK$1.63 
each. According to Pere- 
grine, that represents a fully 
diluted price earnings multi- 


ple of 12.64 times prospective 
1997 earnings. Original pro- 
posals for the IPO had set a 
price of between 14 and 18 
times garninc 5 - . : - - 

Investment analysts said 
the lower pricing reflected a 
pragmatic stance by CNAC. 
“Obviously red chips are not 
going to command tbfi kind 
of multiples they did before." 
said the China analyst at 
one US investment bank. 
“But It is encouraging to see 
that they are willing to 
lower their sights to come to 
the market” 

Red chips and H -shares, 
respectively the Hong Kong 
arms of mainland busi n ess 
groups and Hong Kong list- 
ings of mainland enterprises, 
are an Important source of 
funding for Chinese indus- 
try. This year they have 
raised more than US$Sbn. 
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However, the fall In the 
Hong Kong stock market, 
triggered by regional cur- 
rency crises and the defence 
of the territory’s dollar, 
raised feara of a protracted 
delay in new issues. 



No excuses left to dodge calls 


Nippon Telegraph and Telephone, Japan's 
largest telecommunications company, has 
developed a wristwatch phone which the 
company hopes to have on the market 
within two years, Reuters reports from 
Tokyo. 


The phone weighs 45 grammes and its 
maker claims it is the smallest in the world. 

It features an antenna and a newly devel- 
oped power-economy chip. The phone can 
also be dialled through voice recognition 
technology. 


MTNL successful in 
$358m GDR issue 


By Krishna Guha in Bombay 


Mahanagar Telephone 

Nt gam, the Tndian domestic 

telecoms company, yester- 
day announced it had suc- 
cessfully completed a $35&n 
issue of global depository 
receipts - In spite of the foil 
of the government and a 
steep slide in the value of 
the rupee. 

The issue is three times 
subscribed, allowing MTNL’s 
investment bankers to price 
the GDRs at $11,958, slightly 
higher than most analysts 
expected. 

It Is a sharp reversal of 
fortunes for an issue which 
has been hit by one external 
crisis after another. When 
India’s government fell last 
week, dragging down the 
rupee and the country’s 
stock markets, many ana- 
lysts believed the MTNL 
issue would have to be aban- 
doned. 

Completion means that 


India’s GDR programme is at 
least partly back on track 
after an earlier planned 
$8QQm issue by Gas Author- 
ity of India was abandoned 
In the face of turmoil in 
international markets. 

A. V. Gokak, chairman of 
India's telecom commission, 
said the government was. 
“very pleased”, adding that 
the offering “demonstrates 
the continued attractiveness 
of India as an investment 
destination and investor con- 
fidence in the Indian tele- 
communications sector”. 

The state will receive 
$239m from the sale of 40m 
MTNL shares, which will 
help fill a large hole in state 
finances. MTNL will receive 
the balance - $11 9m from an 
initial public offer of 20m 
shares - which will contrib- 
ute to a $3JSbn five-year 
investment programme. 

MTNL said it had received 
subscriptions from 500 insti- 
tutional investors from 15 


countries including a late 
wave of Interest from the 
US, where investors had ear- 
lier appeared lukewarm. 

Analysts said that MTNL's 
investment bankers, Gold- 
man Sachs, HSBC and Mer- 
rill Lynch, had “done a good 
job to tough circumstances”. 
They added that the issue 
had been assisted by a mod- 
est recovery in the Indian 
market since the middle of 
last week. 

Each GDR represents two 
underlying shares, pricing 
the issue at 1.18 per cent pre- 
mium to yesterday's domes- 
tic closing price of Rs232J25. 

However, the issue Is still 
a fraction of the size envis- 
aged when it was announced 
earlier this year. MTNL had 
hoped to raise more than 
$lbn from the sale of 100m 
shares, to be shared by the 
government and the com- 
pany, which would have 
made it the biggest GDR 
issue in Indian history. 


Ai general meetings of ordinary shareholders and of option holders held on 3 December 
1997, the necessary resolutions were passed in terms of which the amended conditions 
relating to options, providing for the option exercise period to be extended by 12 months 
to 31 December 1998, were approved and adopted. The special resolution passed by the 
option holders has been lodged for registration with the Registrar of Companies, Pretoria, 
in compliance with the provisions of the South African Companies Act. 

Option holders who have nor yet exercised their options are required to surrender their 
option certificates in order that replacement certificates, reflecting the amended conditions, 
may be issued. The relevant documentation in this regard will shortly be mailed to option 
holders. 


Johannesburg 
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Outlook positive for Germany’s Jumbo Pfandbrief 
largest fixed-income market market surges 

X'he recent announcement that the Public Pfandbrief collaterals are com- denominated in D-Marks or - more tailored towards the sfwifip require- iSklf Cp^3ld 


The recent announcement that the 
German government will convert its 
existing bond issues into the new Eu- 
ropean currency at the start of Phase 
III of European Monetary Union (EMU) 
has important implications for the 
German Pfandbrief market Given 
that Pfandbriefe make up the largest 
individual bond market in Germany, 
issuers recognized very early that in 
order to maintain their competitive- 
ness vis-a-vis the Bund market, it 
would be essential for benchmark 
Pfandbrief issues also to be redenomi- 
nated, in euros at the outset of monet- 
ary union. Although this would scarce- 
ly be practical for all outstanding 
issues - of which there are more than 
16,000 - existing Jumbo and Global 
Pfandbrief issues will be redenomi- 
nated in euros at the same time as 
redenomination in the new currency 
takes place in the Bund market 

The critical by-product of this rede- 
nomination will be that investors in all 
participating EMU countries will no 
longer be exposed to currency fluctu- 
ations when' buying German Pfand- 
briefe. ,For investors beyond the EMU 
bloc currency risks will also be dimin- 
ished if not entirely eliminated. 

Four decisive criteria 

With currency considerations - and 
their inherent risks - therefore no 
longer of relevance to investors in 
those European economies participat- 
ing in EMU, four factors will emerge 
as the key yardsticks by which insti- 
tutions measure fixed-income invest- 
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. ment opportunities in the “new 1 ' Eu- 
rope. In broad terms, these will be 
credit quality, yield, liquidity, and fa- 
miliarity with the issuer. The German 
Pfandbrief market has taken giant 
strides over the course of the last few 
years to ensure that issuers of Pfand- 
briefe more than adequately meet all 
these criteria, although the first of 
these, credit quality, has never been in 
doubt given that no issuer has ever de- 
faulted in the history of a market which 
dates back well over a century. 

The track record of both Mortgage 
and Public Pfandbriefe aside, the se- 
curity of the collateral backing Public 
Pfandbriefe is unparalleled. As Salo- 
mon Brothers repeated in its update on 
the market published earlier this year, 
“the collateral cover for Public Pfand- 
briefe consists of public-sector loans or 
those guaranteed by the public sector. 
Under the German federal system 
there is a constitutional obligation for 
mutual financial support between the 
AAA-rated federal government, the 
Mates, and the local authorities 
(Gemeinden). In terms of risk, the 


Public Pfandbrief collaterals are com- 
parable with the quality of German 
government bonds." 

Testimonials to the enduring eredit 
quality of the Pfandbriefe as a substi- 
tute government bond have not only 
come from the investment banking 
community both in Germany and over- 
seas. In the context of the new Europe 
that will take shape following mon- 
etary union, a strong endorsement of 
the Pfandbrief s quality has come from 
the European Central Bank (ECB), 
which has indicated that the bonds will 
be ranked among the private debt in- 
struments eligible for lombard and 
repo transactions with the ECB as Tier 1 
assets. This means that they will share 
the risk characteristics of EU govern- 
ment debt In other words, within the 
coil text of EMU, German Pfandbriefe 
will not just be seen from a credit per- 
spective as “Baby bunds”. They will 
enjoy the same credit standing as sov- 
ereign issues from governments that 
will participate In EMU. 

Given the inherent credit qnality 
of German Pfandbriefe, the yield avail- 
able to investors on these bonds has al- 
so always been viewed as rewarding; 
lyaditionally, Pfandbriefe have offered 
a pick-up over Bonds of anywhere 
between 10 and 50 basis points. 


The Jumbo market brings 
enhanced liquidity 

Until recently, the German Pfandbrief 
market failed to meet the criteria de- 
manded by many international in- 
vestors in the areas of liquidity and 
familiarity with issuers. In the past two 
years, however, both of these short- 
comings have been addressed with 
striking success. 

Any doubts about illiquidity in the 
Pfandbrief market have for the most 
part been dispelled since the launch in 
mid-1995 of the Jumbo Pfandbrief mar- 
• ket While traditional Pfandbriefe were 
typically launched in modest denomi- 
nations of between DM 50 and DM 300 
million, and sold almost as private 
placements to long-term investors, 
Jumbo issues must be straight bonds 
worth at least DM 1 billion at launch. 
They must also be supported by a com- 
mitment from at least three market- 
makers to quote continuous two-way 
prices during trading hours. 

Building a wider investor base 

Probably the most notable characteris- 
tic of the Pfandbrief market over the 
last 12 to 18 months, however, has been 
the energy and inventiveness which 
Pfandbrief issuers have demonstrated 
in promoting their names - together 
with the Pfandbriefinstruraent-toin- 
vestors outside Germany, in particular 
to those in Continental Europe who. fol- 
lowing the launch of EMU, will cease to 
be seen as “international” investors. 

In recognition of this, since 1996 a 
number of German issuers have been 
structuring Pfandbrief issues with for- 
eign investors very clearly in mind. 
Following DePfa’s launch of the first 
ever Global Pfandbrief issue in January 
1996 - a DM 2 billion seven-year issue 
-.DePfa itself and a number of other 
issuers bave continued to target inter- 
national investors through the bunch 
of Global or Euro Asian Pfandbriefe 


denominated in D-Marks or - more 
recently - via Pfandbriefe denominated 
in other benchmark currencies. This 
year's highlights in this respect have 
included the first ever Pfandbrief 
issued in French francs - a Ffr 2 billion 
deal bunched by Frankfurter Hypo- 
thekenbank Centraiboden in March - 


tailored towards the specific require- 
ments of the French investor base, with 
the issuing bank reporting that some 
9a ft of the bonds had been pbced with 
French institutional investors. 

Another issuer to launch a Pfand- 
brief with an unconventional 12-year 


Jumbo Pfandbrief Issuers 

As of November 12, 1997 


1. Mtgemeine Hypothekenbank ■ 

2. DePfa-Bank 

3. Hypothekenbank in Essen 

4. Rhein isebe Hypothekenbank 

5. Deutsche Hypothekenbank Frankfurt 

6. Fraakfarter Hy pctfeekanbaDk Centraffladen 

7. Bayerische Verefosbaok 

8. WestdoutsdmfJnidesbmk 

9. We stfau& che Hypotbckenbaok 

10. Wiirttembergf&dw Hypothekenbank . 

XL Berfln4tar«overscheHspotf»kBahank 

12. DO HYP 

13. fferddairtscbsUndesbaidi 

14. Deutsche Hypothekenbank Hannover 

15. Undesbank Sachsen : 

16. Hypothekenbank tn Hamburg 

17. Hypo-Bank 

18. Rayertsche Lahdesbank 

19. Namberger Hypothekenbank 

20. Deutsche GtrwBautrale -Deutsche {Communal 

21. Miochener Hypothekenbank 

22. Rhefadwtbn Hypothekenbank 

23. Bsyeriscbettaadebbank 

24. BfG Hypothenbank - - 

25. Dexia Hypothekenbank Berlin 

26 . Suddeutache BodenoreddMuk 

Total Jumbo Pfandbrief Market 
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and a US dollar Pfandbrief which 
raised $ 750 million for Rheinische Hypo- 
thekenbank (RHEIN HYP) in June. 

This process has gathered momen- 
tum in recent months. Hypotbeken- 
bank in Essen’s most recent French 
franc Pfandbrief issue, which was 
launched in October, was so popular 
among French institutional investors 
that its original size of Ffr 500 million 
was increased to Ffr 650 million in re- 
sponse to the weight of local demand. 
The following week the bank expanded 
the international scope of the Pfand- 
brief market by launching the first 
bond of its kind denominated in Ster- 
ling, a £ 150 million seven-year bond. 

New maturities to suit 
new investors 

A further illustration of Pfandbrief 
issuers' ambitions to cultivate an in- 
vestor base beyond Germany has been 
in the maturity structure of bonds 
issued in currencies other than D-Marks. 
With demand for long-dated paper very 
mated among German institutional 
investors, the lion’s share of Jumbo 
Pfandbriefe issued to date has been 
accounted for by the shorter-dated 
bonds, with more than half of total 
issuance concentrated in the three 
to five-year maturity spectrum. How- 
ever, when Frankfurter Hypo launched 
its first French franc issue in March 
1997, the 12-year maturity was clearly 


maturity this year was DePfa, which 
estimated that around 70 % of its 2009 
bond was placed with institutions in 
France and the Netherlands. 

Accessing euro -based investors 
has clearly been the main motivating 
force behind the recent succession of 
Pfandbrief issues in currencies other 
than D-Marks. A clear goal has been to 
enhance name recognition and accept- 
ance of the issuing institutions. 


jfn light of the speed with which the 
Jumbo Pfandbrief market expanded 
following its official launeb in mid- 1 995, 
it is perhaps unsurprising that the rate 
of issuance in the primary market has 
slowed in recent months. By the end of 

1996, total issuance volume had mush- 
roomed to just over DM J2D billion, 
and in the first week of 1997 alone 
more than DM 10 bQlian was issued in 
the primary market. Although this 
pace of new issuance could not be 
maintain ed since the early days and 
weeks of 1997, by mid-November there 
were a total of 136 Jumbo Pfandbriefe 
outstanding with a combined volume 
of DM 217.2 billion and an average 
size of just over DM 1.5 billion. 

In spite of the slight deceleration 
in issuance during the second half of 

1997, market commentators expect the 
Jumbo Pfandbrief sector to continue to 
expand rapidly over the medium term, 
with forecasts pointing to a market 
witha total value of as muchasDM 300 
billion by the beginning of 1999 - sup- 
ported by growing international par- 
ticipation, rising liquidity, and a recog- 
nition of the importance of the 
Pfandbriefs eligibility for lombard 
and repo transactions with the ECB. 

The launch of the JEX Index 

A critical landmark in the develop- 
ment of the Pfandbrief market was 
passed on October 15 with the launch 
of the JEX Index, a real time index for 
Jumbo Pfandbriefe. The index was de- 
veloped by the Deutsche Borse in col- 
laboration with Renters and the as- 
sociations of Pfandbrief issuers, and is 
based on a synthetic portfolio of 30 
Jumbo issues with maturities of be- 
tween one and 10 years and carrying 
coupons of 6ft, 7.5 ft and 9ft. Modeled 
on the German government bond (REX) 
index, the new JEX Index and the per- 
formance index JEX? will substantially 
improve transparency in the Jumbo 
Pfandbrief sector enabling compari- 
sons with the Bond market 

One day after the important 
launch of the JEX Index, the Deutsche 
Burse announced that it would also be 
introducing a new Jumbo Pfandbrief 
futures contract in 1998 which over 
the longer term will help to nnderpin 
increased liquidity in the market 


Germany's private 
mortgage banks on course 
for record issuing year 


In the first nine months of 1997, 
Germany's private mortgage banks 
boosted total sales of Pfandbriefe by 
2LS ft over the comparable year-earlier 
period to DM 213 billion. These figures 
suggest that for 1997 as a whole, total 
issuance will surpass the DM 231.8 
bfliion record level achieved in 1996. 

Of the DM 21S billion issued by 
end-September 1997, Public Pfand- 
briefe - issued to refinance loans to the 
public sector - accounted for DM 162-3 
bfliion or 76 %. Mortgage Pfandbriefe - 
issued to refinance first mortgages on 


residential or commercial properties - 
accounted for the remaining DM 51 bfl- 
bon or 24 ft. Roughly one-third of the 
total Pfandbrief sales in the first three 
quarters of the year were Jumbo 
Pfandbriefe. 

Thanks in great part to Jumbo 
Pfandbriefe, the overwhelming majority 
of which are Public Pfandbriefe, the pri- 
vate mortgage banks have substantial- 
ly boosted their competitiveness. Over- 
all Pfandbrief issuers account for the 
biggest segment of primary market ac- 
tivity in the entire German bond market. 


Although there has been some debate 
both within Germany and overseas- 
about the viability of a futures contract 
for the Pfandbrief market, most parti- 
cipants will welcome its introduction, 
for two very dear reasons. First, an ac- 
tive derivatives market for Pfand- 
briefe can only help to bolster liquidity 
in the instrument across the board. 
Second, the boom in the Jumbo Pfand- 
brief market has taken place against a 
bullish background for international 
bond markets. Although a bullish 
scenario of low interest rates and low 
inflation remains broadly in place, any 
mechanism which offers investors a 
measure of any protection in the event 
of a sustained downturn in international 
fixed-income markets can only be ben- 
eficial over the longer term to all mar- 
ket participants. 

A further by-product of the launch 
of the JEX Index and the futures con- 
tract for the Pfandbrief market will be 
the likely- continued compression of 
spreads between German government 
bonds and the Jumbo Pfandbrief is- 
sues, which in turn will widen the 
spread between Jumbo and traditional 
Pfandbriefe. As of the start of Novem- 
ber, Jumbo issues were offering a yield 
pick-up over the government curve of 
between 10 and 20 basis points, while 
spreads of traditional issues were un- 
derstandably higher. This, combined 
with the increasingly diverse maturity 
range of Jumbo issues, now means that 
investors in the Pfandbrief market 
have an unprecedented spectrum of 
bonds from which to choose in con- 
structing a well diversified portfolio of 
Pfandbriefe. 


GERMANY'S 
MORTGAGE BANKS 

DEPFA-BAMC, WIESBADEN 
BAYSUSOiE VEREBISBANK AG, MUNCHEN 
HYPO-BANK. MUNCHEN 
DEUTSCHE HYP, FRANKFURT 

FRANKFURTER HYPOTHEKENBANK 
CENTRALfiODEN AG. FRANKFURT 

RHE1NHYP, FRANKFURT 

BEMJN-HANNOVERSCHE HYPOTHEKENBANK AG, 
BERLIN AND HANNOVER 

DEUTSCHE GENOS5ENSCHAFT5-HYPOTHEKEN- 
BANK AG. HAMBURG 

HYPOTHEKENBANK W ESSEN AG. ESSEN 
BAYERISCHE HANDELSBANK AG. MUNCHEN 
AUGEMEWE HYPOTHEKENBANK AG. FRANKFURT 
WESTHYP, DORTMUND 
WflRTTEMBERGER HYPO. STUTTGART 
HAMBURGHYP, HAMBURG 
SODDEUTSCHE BODENCREDfTBANK AG, M0NCHEN 

DEUTSCHE HYPOTHEKENBANK IACT.-GESJ, 
HANNOVER 

MUNCHEMER HYPOTHEKENBANK EG. MGNCHEN 
NORNBERGER HYPOTHEKENBANK, NORNBERG 
DEXIA HYPOTHEKENBANK BERLIN Ad BERLIN 
RHE INBOD EN HYPOTHEKENBANK AG, KfllN 
NORDHYPO BANK, HAMBURG 

SCHLESWKJ-HOtSTEJNKCHELANDSCHAFT 
HYPOTHEKENBANK AG, KIEL 

BFG HYPOTHEKENBANK AG, FRANKFURT 
LOBKKER HYPOTHEKENBANK AG, LUBEOC 
WL-fiANK, MONSTER 

W0STENROT HYPOTHEKENBANK 
AKTIENGESELLSCHAFT, LUDWKJSBURG 

MM WARBURG « CO HYPOTHEKENBANK AG, 
HAMBURG 

For father information about 
German Pfandbriefe pfease contact 
Association of German Mortgage BanJa (VDHJ 
Bonn, Germany, Fax (+228)95902 44 
E-mail: vtfoQtiyfNertaml.de 
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COMPANIES AND FINANCE: EUROPE 


Chairman’s arrest hits NBM-Amstelland 


EUROPEAN NEWS DIGEST 


By Gordon Cramb 
in Amsterdam 


Shares in NBM-AmsteUand, 
the Dutch constrnction 
group, fell nearly 8 per cent 
yesterday after its chairman 
was held on suspicion of 
money laundering. 

The arrest of Andre Baar, 
54, is the first that implicates 
a director of a listed com- 
pany in a six-week-old 
inquiry intn d ealings on the 
Ams terdam stock exchange. 

Three former stockbroking 
executives were detained at 
the same time, bringing tin* 


total of those in custody to 
nine. Berry van den Brink 
and Roger Leroy, ex -direc- 
tors of the brokerage Crea- 
tion, were remanded along 
with Dick du doo, who had 
been a board member of NIB 
Strafing. The latter firm was 
dissolved last week by its 
owner, the state-controlled 
National Investment Bank. 

Adri Strafing, another of 
the nine and known as the 
“grand old man" of the 
bourse, had headed both 
firms. Mir Leroy - like Han 
Vermeulen. the first to be 
arrested in the affair - was 


previously with Van Meer, 
which as HSBC Van Meer 
James Cape! is part of the 
London, stockbroker owned 
by the Hongkong and Shang- 
hai Banking Corporation. 

Hie case also involves alle- 
gations of insider dealing 
and tax fraud. It has 
prompted a review of con- 
trols on bourse trading, and 
has uncovered evidence of 
wrongdoing in transactions 
extending to London, Zurich, 
and Curasao In the Nether- 
lands Antilles. 

The investigation by jus- 
tice. tax and securities offi- 


cials bad already struck the 
country’s corporate estab- 
lishment with the arrest last 
month of Fred Hendricks, a 
tap pension fund manager at 
Philips, the electronics 
group. But with NBM-Am- 
stelland it yesterday touched 
boardroom level among 
quoted companies. 

As chairman since 1990, 
Mr Baar had presided over 
rapid growth at NBM-Am- 
stelland, where revenues last 
year reached FI 3.69bn 
(Sl-84bn). That ranked it 
third in the Dutch building 
sector. Net profits doubled to 


FI 81.5m and its shares, a 
component of the Amster- 
dam Midkap index, are 
among the SO most actively- 
traded cm the bourse. Yester- 
day they fell F1L50 to dose 

at F15Z50. 

The company is the leader 
in file domestic market for 
civil engineering projects 
and recently agreed to pur- 
chase track laying offshoots 
from the state-owned rail- 
ways. Analysts had been 
ranking NBM-Amstelland as 
a sector outperf oncer. 

Mr Baar began his career 
as an apprentice carpenter. 


rising' to head the Arastel- 
land side of The Hague-based 
group which was created 
through a merger in 1988. He 
is a companion of the order 
of Orange- Nassau, the equiv- 
alent of a British knight- 
hood. 

Jan van Dongen. a fellow 
board member, was named 
acting chairman in Ws place. 

Mr Baar stands accused of 
making false declarations as 
well as money laundering. 
His arrest followed an inter- 
view with the Fiod, a state 
agency which investigates 
tax affairs. 


Banca di Roma 
names investors 


Order to 
wind up 
Trustor 
in reach 


AGF bid may prompt 
Coface restructuring 


By Andrew Jack m Paris 


By Greg Mclvor 
bi Stockholm 


Minority shareholders’ 
efforts to force Trustor, the 
Swedish investment com- 
pany, into compulsory liqui- 
dation looked stronger yes- 
terday after a dissenting 
shareholder withdrew objec- 
tions to the application. 

The estate of a deceased 
shareholder with call 
options covering about 8 per 
cent of Trustor's capital had 
opposed the liquidation 
order, saying it would rea- 
der the options worthless. 

However, the objections 
were withdrawn yesterday 
when Skandinaviska 
Enskilda Banken Funds, 
Trustor’s largest institu- 
tional shareholder, agreed 
to buy the options. The fund 
sold all its Trustor B shares, 
equivalent to 8J> per cent of 
the equity, to cover the pur- 
chase. The shares are 
thought to have been pur- 
chased by US hedge funds. 

Minority shareholders In 
Trustor, which is embroiled 
Is a SKrfi20m (579.6m) fraud 
inquiry, see compulsory liq- 
uidation as essential to 
clearing up the company’s 
financial position and 
returning money to share- 
holders. 

Patrik Tigerschifild, head , 
of SE-Banken Funds, said: 
“The probability of the liq- 
uidation going through 
most be higher now that we 
have solved the {options] 
problem.” He said the ftmd 
had exercised the options 
and the transactions had not 
increased its net exposure to 
Trustor. 

The liquidation applica- 
tion is expected to be consid- 
ered by a Stockholm court 
next week. It may be chal- 
lenged by St Crispin Trad- 
ing. a Virgin Islands com- 
pany said to have purchased 
a 51.8 per cent voting stake 
held by Lord Moyne, farmer 
chairman, in October. 


The French government 
hinted yesterday that it was 
likely to restructure Coface, 
the ex por t credit insurer, or 
change its ownership if the 
insurer AGF passes into for- 
eign hands. 

-Dominique Strauss- Kahn, 
economics, finance and 
Industry minister, said be 
would find it “difficult to 
see” how a series of state- 
mandated functions carried 
out by Coface and which 
“directly affect French com- 
panies” could be managed 
other than by a “French 
company”. 

His comments were trig- 
gered by the prospect of a 
friendly takeover of AGF by 
Allianz of Germany. AGF, 


which was privatised in 1996, 
owns 57 per cent of Coface. 
Coface continues to under- 
write exports by French 
companies with support 
from the French state. 

The latest statement from 
the government follows a 
wave of political protest at 

the prospect of AGF falling 
into foreign hands, which 
has led to discussion ctf mea- 
sures to protect French com- 
panies from takeovers. 

AGF agreed to the Allianz 
bid after I talian group Gen- 
erali launched a FFr55bn 
($ 9 . 26 ba) hostile offer in Sep- 
tember. Allianz says it wants 
only to buy 51 per cent of 
AGF, and pledges to main- 
tain a minority presence on 
the board and to keep deci- 
sion-making in France. 


Neither tiia Generali nor 
the Allianz bid have for- 
mally opened, because they 
await approval by the 
French Insurance commis- 
sion and ratification by Mr 
Strauss-Kahn. 

Axa-UAP has been cited as 
a possible t-anriiriaio to tajcg 
control of Coface. In the past 
it has been closely allied 
with Generali, and was 
suggested as a candidate to 
buy Coface if the Italian bid 
succeeded. 

Athena, currently owned 
by the bniHing group Warns 
& Compagnie. is shortly to 
come into AGFs control as 
the result of a friendly take- 
over. There are no other 
quoted French insurers, but 
only a series of matuals 
such as Groupama. 



Banca di Roma, Italy’s second largest banking group, 
yesterday gave details of the main investors in last week’s 
institutional offer of shares as part of a LSJBQbn flR.Tta) 
capital restructuring. Cesare Geronzi, president, said 
George Soros, the US investor, and British Petroleum's 
pension fund were among new investors in the bank. He 
told two Italian newspapers that fluids run by Mr Soros, 
as well as others by Gartmore. Fleming and Tudor, partic- 
ipated in the offer. 

Mr Geronzi revealed that Russian investors who 
had last month approached Iri. the state holding com- 
pany. with a bid to buy a large stake in Banca di Roma, 
had failed to materialise. “The Russians were invited to 
h>|w» part in the offer,” Mr Geronzi said in an interview 
with La Repubblica. “But they were not seen." 

The shareholders who took part in the institutional 
offer are separate from those which bought shares in a 
private These include three Arab banks, 

nmnn g them the Libyan Arab foreign bank, which bought 
5 per fyn t- Mr Geronzi also said the core group of inves- 
tors was still open, with only the insurer Toro Assicuraz- 
t qtiI so far signing an. agreement with Cassa di Risparmio, 
the majority shareholder. James Blits, Rome 


BRUSSELS 


Veba-Degussa merger cleared 


The European Commission yesterday cleared the pro- 
posed merger between Veba. the German Industrial 
group, and Degussa, the chemicals, metals and health 
care company, after Veba promised to sell its stake in a 
joint venture with Cabot for the production of fluned sil- 
ica, a speciality chemical, to an independent company. 

In a detailed investigation, Brussels found that without 
such a sale, the merger would lead to the creation of a 
dominant position in the European market for firmed sil- 
ica. Apart from Degussa, which is the market leader, only 
Cabot and Wacker are active in the market. 

Emma Tucker, Brussels 


SWITZERLAND 


SMH announces ADI purchase 


Dominique Strauss-Kahn: foreign ownership concerns 


Suez appointment 
may lead to change 


KLM and Alitalia 


deep in tie-up talks 


By Neil Buckley in Brussels 


Snez-Lytmnaise, the French utility, 
has appointed a restructuring spe- 
cialist as chief executive of its sub- 
sidiary Soa6td Generate de Belgiq ue, 
in. a move which could presage wider 
change at the powerful Belgian hold- 
ing company. Christine Marin-Pos- 
teL 51, will succeed Philippe Liotier 
when he retires in February. 

The move led analysts to suggest 
that Ms Morin-Postel had been 
appointed to rationalise La General e. 

The Bel gian group's inter ests have 
been considerably refocused since 
the then Compagnie de Suez 
acquired its 63 per cent stake in 1988. 
But its interests still span financial 
services, utilities and heavy indus- 
try, with sizeable stakes in Generate 
de Banque, Belgium's biggest, and 
Fortis, the financial services group, 
TractebeL, the utility, and in mining 
group Union Mintere and Luxem- 
bourg steelmaker Alfred. 

Ms Morin-Postel has experience in 
both halves of Suez-Lyonnaise, 
formed by this summer’s merger of 
Compagnie de Suez and Lyonnaise 
deS Eaux. She joined Lyonnaise in 


1979, holding several posts including 
international operations and devel- 
opment director, before being 
recruited to sort out Suez's sprawl- 
ing property interests. 

Although La G€n6rale financed 
the rise of Belgian industry and once 
accounted for about a third of the 
economy, the group's influence has 
waned. Since the merger, the 
enlarged group has hinted it was 
“more interested in TractebeL, which 
has sizeable Belgian electricity and 
gas interests, than in La G6n6rale’s 
financial activities. 

Analysts suggested Suez was pre- 
paring a radical reorganisation of 
La Ggn&ale based around TractebeL 

Fortis recently denied repo rts that 
it was interested In taking ov« La 
Gdqgrale’s stake in GSnferale de 
Banque. Bid, since the acquisition of 
Belgium's Banque Bruxelles Lam- 
bert by ING of the Netherlands, and 
Fortis' move to increase its stake in 
the Belgian bank ASLK-CGER to 
almost 75 per cent, speculation has 
resurfaced about a Fortis/G€nfirale 
tie-up. 


By James BEtz in Rome 
and agendas 


See Observer 


Speculation Intensified yesterday 
that KLM, the Dutch airline , was on 
the verge of announcing a stra tegic 
alliance with Alitalia, Italy's 
national carrier, in the latest step 
towards consolidation of the Euro- 
pean airline industry. 

Italian news agencies in Rome 
reported a KLM official saying that 
the two airlines were having “con- 
structive” discu ssions and that Leo 
van Wijk, KLM president, could hold 
face-to-face talks in coming days 
with Domenico Cempella, Alitalia 
chief executive. 

For its part, Alitalia was continu- 
ing to insist last night that it would 
go on holding talks with three Euro- 
pean airlines over a possible strate- 
gic partner. The other two. are Air 
France and Swiss Air. 

However, a KLM spokesman said: 
“Teams bam both sides are looking 
at all aspects. We are working 
around the cinrfr to stamp out the 
details.” 

A spokesman far Air France was 
quoted by Italian news agencies as 


saying that the French company had 
made “very concrete proposals for 
the development and creation of a 
hub at Malpensa” - one of the most 
important issues facing Alitalia as it 
seeks to turn itself around after suf- 
fering losses for nearly a decade. 

A final decision on the strategic 
alliance is expected to be announced 
this week or next. In the wake of the 
decision, Iri. the state holding com- 
pany, will press ahead with plans to 
sell some 25 per cent of its share 
capital next spring. 

9 Gordon Bethune, chairman of 
Continental Airlines, said yesterday 
a stake in the capital of Air France 
was “not necessary” for the develop- 
ment of links between the two carri- 
ers, writes David Owen in Paris. 

However, he said Continental 
would “discuss a participation in Air 
France's capital if Air France so 
wished". 

Air France announced link-ups 
with two US companies - Continen- 
tal and Delta Air Lines - in October 
1996. The French government 
recently gave formal clearance for 
the French group's capital to be 
opened to outside investors. 


SMH, the Swiss watches group, said yesterday its 
EM Marin subsidiary had bought ADI Advanced Designs 
of the US. Nicolas Hayek, SMH chairman, said the acqui- 
sition would cost SMH less than 510m and would be 
ffnnnrwi through cash and SMH shares. It was “one of 
several that will be coining”, he said. 

EM Marin is a leader in low-power integrated circuit 
technology, and ADI designs integrated circuits and 
systems. The acquisition is expected to treble EM Marin's 
animal sales of integrated circuits from SFrl40m (597m) 
now. The technology is important for SMITs products. 

Reuters. Switzerland 


HUNGARY 


Israelis open Budapest complex 


Red Sea Hotels and Israeli Control Centers yesterday 
opened a DM28m ($15m) shopping and entertainment com- 
plex, Csepel Plaza, in Budapest The Israeli companies 
plan a further 10 complexes in Hungarian cities to create 
a nation-wide chain by the turn of the century. Construc- 
tion of the next mall, in Gyor, western Hungary, began 
yesterday, and is to-be completed in seven months. 

The 20,000 sq m Csepel Plaza is near a dosed steelworks 
in Budapest, once known as “Red Csepel" for its political 
leanings. The owners forecast the mall will attract an. 
average 25,000 visitors a day, producing an annual turn- 
over of FtSbn (540m). 

The Israeli companies, in consortium with Hungarian 
trading company Transelektro, opened Hungary’s first 
shopping mall, Duna Plaza, a year ago. The 84,000 sqm 
complex attracts between 30.000 and 50,000 visitors a day, 
and total turnover in the first year, including office rent, 
is expected to be between Ft40bn and FtSObn (5200m- 
5250m), according to deputy managing director Ferenc 
Simonyi Kester Eddy. Budapest 


Comments and press releases about international 
companies coverage c an be sent by e -mail to 
interruitionaLcompames@Jtcom 


CONTRACTS & TENDERS 



Advertising release for sale of shares by direct negotiation 


The STATE OWNERSHIP JTJND, a Romanian public institution based in Bucharest. 21 C. A. Rosetti Street sector 2, is offering for sale 
by direct negotiation a 50219531% of the issued share capital of MOLDOCIM SA, Bkaz. 



Re g is te red Office; Bicaz. Ste. Piatra Corbultri nr. 80, Jud. Neamt 
Fiscal Code: 2064663 

Registration no. at Commercial Register Office: J27/3/1990. 

Issued stock capital, accordingto the latest reconis 

at the Co m me r c ia l Register Office: 166,840^00 thousand. ROL 

Turnover id 1996: 121,822^22 thousand, ROL 

Net profit in 1996: 3,747,904 thousand ROL 

Main scope of activity: cement production. 



Total somber of shares at a nominal value of 25jOQQ ROL each: 6473420. 
The share ow n e rshi p structure Is as Wow: 


O State Ownership Fimd 
O Financial Investment Company Moldova 
O Share owners through mass privatization 
O Shares assigned to the manager 


The Offer for the 5049531% issued share capital, Le- 3,48^233 shares is 434324,000 thousand ROL for Romanian investors,) 
58434453 USD for faneipi investors. 


The Company PRESE NTAT ION 'FILE required for subscription to the offer may be obtained at the State Ownership Fund. SOFRDA 
BUSINESS CENTRE. OFFERS DIVISION of die International Relations Department, Bucuresti. Sin 5TAVROPOLEOS. nr.fi. phone 
044)1/3110495: 3123130; 3124231 and fax 04-01/3121841. daily between 8.00 and 16.00 hrs. at a mice of 2300 USD for foreign citizens or 
legal entities or ROL equivalent at National Bank exchange rate applicable on tbe PRESENTATION FILE purchase date for Romanian citizens , 
and legal entities. 

This sum has to be t ra n sfe r t ed in advance to the Stare Ownership Fund accounts: no. 53 14-00000024230007, in USD at the Romanian Bank 
for Foreign Trade (BANCO REX) for foreign investors, or no. 1510980000607, in ROL, at the Romanian Bank far Development- Buchan* 
Branch (BRD-SMB) for Romanian investors. 

The minimal environmental conditions accepted for FEROM SA Talcea are included fri the company PRESENTATION FILE. 


purchase i 


THE PRESENTATION FILE will be released on presentation ofi 

t) a copy of tbe payment order for the presenta tion file; 

□ identity card (or puspect for foreign ritizetsV. 

-O certificate from the bidding company. 




fa order to participate id the negotiations, bidders are required to present evidence of putting at tire Sener’s disposal 
a guarantee of a p ar t i c i pa t ion Lfc 13, OK, 720 thousand ROL or 1,7444340 USD As follows: Romanian citizens or legid wwfrfec may pay 
cash to the State Ownership Fund, id account no. 4001680900313 at the Romanian afawit or legal a dfa; foreign citizens -oftegal; 
entities may pay cash. to the State Ownership Ftmd, toaccount do. 5314-00000024230007. in USD, at the Romaman Bank foe Fore i g n 
Trade (BANCOREX); alternatively tb® bidders may inanw the bank where they hold their account to release an tmcoadjtionai bank: 
guarantee valid far 45 . days. ' •' /S 

Bidders should subaortic PURCHASING OFFER and thedeenments wqnhdg fl by Government Deciaka (HG) no. 457/1997 artidelfi. 
published In ’Monhotul Ofidal' no. 213/28 48-1997 no the State Ownership Raid, Offers Division at the above mentioned address.-^* 
sealed envelope, prior to22 Dec, 19977 l&BOhw. (faxn deadline for submission)- 



Advertising release for sale of shares by direct negotiation 


The STATE OWNERSHIP FUND, a Ro m a n i an poblic i ns tit uti o n based in Bucharest, 21 GA. Rosetti Street, sector 2, is offering for sale 
by direct negotiation a 69392% of tbe issued Share capital of ROMAERO SA. 


Reg is tered Office: Buancsti. Botevardul Ftcusuhri, nri-44 

Fiscal Code: R157640J ; : - 

-Rcgisaa g on no. at Commercial Regiser Office: J4Cy3940/I99L 

Issued stock capital, accordingto the taest records 

at. the CommercialRegisterCmSoe: 156.l53,72Sfaousand,ROL ■ 

Himover in J 996: J 3,087,255 thousand, ROL 

Net profit ini 1996: 814300 thousand ROL 

Main scope of activity: design, manufacture and trade of civO and mifitaiy 
aircraft products. . ; . ■' 


Ttotal number of shares at a nominal value of 25,090 ROL each: 6,246449. 
Tbe share ownership structure is as foBows: 


O ' State Ownership Fund 
O Financial Investment Company Muntenia 
O Share owners through mass privatization 
O Shares assigned to tbe manager 


% 

72.913 

25.851 

1.228 

0.008 


TJwofJer for **•* issued share capital, Le. 4*371.822 shares is 350430,900 thousand ROL for Rqhu^bb Investors, nr 

45J9LQ00 USD for foreign investors. 


„ .Jbe CiMnpany PRESE NTAT ION FILE required for subscription to the offer may be obtained at the Sate Ownership Fund. SOFRDA 
BUSINESS CENTRE, OFFERS DIVISION of tbe International Relations Dep artm ent. Bocureai, Str. STAVROPOLJEOS nr6, nhoae 
04-01/3110495: 3123130; 3124231 and fax 04-01/3121841. daily between 8.00 mdl 62 » hrs. at a price of 2400 USD for foreign dOwnsor 
legal entities or ROL equivalent at National Bank exchange rate applicable on flic PRESENTATION FILE purchase date for Romanian dtizens 
and legal entities. 


This sum has to be transferred in advance to die Stale Ownership Fund a c counts: no. 5314-00000024.230007, in USD at the Bank 

for Foreign Trade (BANCOREX) for foreign investors, or no. 1510980000607, in ROL, at the Romanian Bank for Devdoproeni-Bucharest 
Branch (BRD-SMB) for Romanian investors. 

The minimal environmental conditions accepted for ROMAERO SA Bucharest are included in the company PRESENTATION FILE. 


THE PRESENTATION FILE will be ideated on presentation o£ 
O a copy of the payment order for the present ati on Sie; 

O identity cmd (or passport for foreign citizens); 

□ certificate Qom the bidding company. 


Ill order to participate in foe negotiations, bidders are required to p fe acu l evidence of pudng at the Seller's disposal 
a g uara n te e of a participation Le. 10500300 thousand ROL car 1379,730 USD as follows: Romanian citizens or legal cntiuesJiwy pay 
cash to the State Ownership Fund, to account in. 4001680900313 at' the Rommiau citizens or legal entities; foreign citizens or leg al, 
enthiesmay pay cash, to the State Ownership Fund, to account DO.-5314-00000024230007. in USD, n the Romanist Bank for Foreign 
Ttade (BANCOREX); alternatively the bidders may instruct tbe bank where they hold their account to release an unconditional teak 
guarantee vaKd for 45 days. ... T • ' 


Bidders should submit the PURCHASING OFFER and die documents stipulated by Gbvenanem Dedsfoa (HG)na 457/1997 article 26. 
published in 'Momtorul Ofictal’ n6. 213/28.08.1997 to the Stare Ownaship AniL Offms-DIvifioii a the above-mentioned address, in a 
scaled envelope, prior to 30 Jan. 1998, 12^0h«. (hum deadline for submission). 
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King of the financial investment bargain 


W hen there’s a panic 
I am always 
happy. I look at 
how everything goes down 
as a result of the herd 
instinct Then I buy.” 

Prince Al-Waleed Bin Tfclal 
Bin Abdulaziz Al-Saud 
flashes a faint smile as he 
assesses his losses following 
the recent instability on the 
world stock markets. 

“One day I lost $640m in 
four hours. But I didn't 
panic. 1 looked for what to 
buy.” 

As the markets plum- 
meted, the nephew of Saudi 
Arabia's King Fahd drew 
upon a cash reserve which 
he says totals about $3bn. 
and went on a buying spree. 

Using 5L2bn of this trea- 
sure chest, he bought 5 per 
cent of Rupert Murdoch's 
News Corp, 5 per cent of the 
internet browser Netscape 
Communications and a simi- 
lar stake in Motorola, the 
cellular telephone manufac- 
turer. 

Meanwhile, eyeing south* 
east Asia’s troubles, he has 
spent $300m buying stakes 
in Daewoo, the South Kor- 
ean engineering giant, and 
Proton of Malaysia. 

Tor me, as a dollar-based 
investor, some countries 
went down by 45 per cent. 
We were buying at up to 80 
per cent discounts, after cur- 
rency conversion- And that 
market could go down fur- 
ther, though 1 think on bal- 
ance the bad news is over.” 


His purchases barely 
dented his total assets, 
which he puts at $i2bn, built 
on a series of well-timed 
Investments in once-ailing 
companies such as Citicorp, 
which his ya rnn investment 
in 1991 helped shore up to a 
current worth of 55.1 bn. 

”11'$ a well defined strat- 
egy. Fm a financial not a 
strategic investor. Most 
Investors concentrate on 
their sectors. For me, I can 
see us investing In many 
countries, if the companies I 
have assessed are at the 
right price,” he says. 

Prince Al-Waleed is less a 
gamhiar than arguably the 
world's most successful bar- 
gain hunter. 

His purchase of News Carp 
marked a long-expected 
move into global media. It 
was also the latest sign that 
the financier, who conducts 
business from beneath a tent 
in the Saudi Arabian desert 
or aboard his luxurious pri- 
vate Boeing 727, is evolving 
a new strategy. 

“The media and communi- 
cations investments are loog 
term. Definitely, I'm of the 
view that technology, media 
and communications are the 
future. News Corp is the 
only company that is beam- 
ing to nhinn ami In dia, even 
though those countries 
haven’t yet opened up their 
domestic media. 

“By nature the media com- 
panies are almost always 
overpriced, so I don’t think I 
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will find others,” be says. 

His News Corp investment 
Tn»kp « htm the company's 
largest - shareholder after 
Rupert Murdoch. But far 
from the boardrooms and 
skyscrapers, the most vivid 
sign of this new strategy can 
be found on a vast tract of 
barren desert in southern 
Egypt. 

’Toshka is a turning point 
The objective in Toshka is 
different from the objectives 
that we have had before. 


With certain conditions it is 
feasible and do-able,” be 
says. 


H e has just completed 
a visit to 416,000 
acres of rock-strewn 
desert he plans to turn into 
the world’s largest Irrigated 
farm, g r owi n g wheat barley 
and alfalfa as well as citrus 
fruits, cotton and vegetables. 

The Toshka project is the 
ambitious dream of Hosni 
Mubarak, president of Egypt 


Its aim is to pump water 
from Lake Nasser along the 
Sheikh Zayed Canal, the first 
67km stage of which is under 
construction thanks to 
$250m provided by Sheikh 
Zayed of Abu Dhabi, to allow 
reclamation of part of 
Egypt’s Western Desert. 

“I look at Toshka as being 
very long term. It’s close to 
Saudi Arabia, which is not 
an agricultural country. We 
are acting like the catalyst 
for this project. We are like 


the anchor investor, who 
will finance it until takeoff, 
after which we have to get 
other Investors- who will 
manage it We will be the 
locomotive.” 

Prince Al-Waleed's King- 
dom Holding Company, in 
which he is the sole share- 
holder, has established a 
subsidiary, the Kingdom 
Agricultural Company, spe- 
cifically to control what it 
predicts will be a Slbn 
investment at Toshka. 

B ut the launch of the 
project is conditional 
on the willingness of 
the Egyptian government to 
build a spur canal to take 
water 40 kilometres into the 
land to be brined. The ques- 
tion of who will finance the 
spur has yet to be answered. 
The thorny issue reveals his 
tough side. 

“1 can go anywhere In the 
world. Nobody has forced me 
to come to Toshka. It's not 
just based on sentiment. 
Egypt has to understand 
that there's always competi- 
tion from the rest of the 
world. So, I won't accept a 
rate of return on this invest- 
ment of less than 20 per 
cent, because there are 
many projects in the world. 
If 1 accept less, other inves- 
tors will say: why should I 
come?” 

With KHC investment in 
Egypt already standing at 
$450m. Prince Waleed is the 
crest of a Gulf investment 


wave in the country. His 
planned investments in six 
Egyptian tourist resorts will 
underpin a global hotels 
push which may ultimately 
involve 42 new hotels in 15 
countries. 

MOvenpick, the Swiss 
chain in which he holds 30 
per cent, is to build eight 
hotels in Egypt. 

Four Seasons Hotels, in 
which he invested 5251m for 
a 25 per cent stake, is expec- 
ted to build four five-star 
hotels - one in Luxor where 
58 tourists were killed by 
Islamist militants on Novem- 
ber 17. 

“We will not let that inci- 
dent scare us. The Islamists 
will definitely scare people. 
But I'm not really very con- 
cerned, because it’s not an 
action by the grassroots,” he 
says. 

And as the jet carrying his 
25-strong mobile office staff 
touches down in Cairo, 
Prince Al-Waleed's sights 
seem set even further afield. 

A recent African tour took 
him to 13 countries, where 
30 projects ranging from 
agriculture to hotels and 
fisheries are being consid- 
ered. 

“We go to stable countries. 
And the countries of sub- 
Saharan Africa are becoming 
stable. There’s a major 
democratisation. which will 
stop corruption, and Africa 
is the coming continent.” 

Mark Huband i 


Asia slowdown upsets Gucci I SMC names managing director 
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By Alice Rawsthom 

Gucci, the Italian fashion group, 
yesterday unveiled a fail in net 
third-quarter profits to $43.1m 
from $46m because of adverse 
exchange rates and a slowdown in 
the Asian market. 

The dpciing marks the end of a 
golden era for the company, 
which has reported healthy 
increases in sales and profits 
since going public in New York 
and Amsterdam two years ago. 

Gucci's difficulties cast a cloud 
over the rest of the luxury goods 
sector at a time when other Ital- 
ian fashion groups - notably Gior- 
gio Armani. Gianfranco Ferre and 
Gianni Versace - are considering 
floating their equity. 

Domenico De Sole. Gucci presi- 


dent, who warned investors in 
September about the slowdown, 
said trading conditions had 
remained diffi cult during the 
fourth quarter. “At the same time, 
we are care frilly managing costs 
and we expect to report strong 
operating profits, close to third- 
quarter levels,” he added. 

Gucci’s shares, which fell 
sharply after the profits warning, 
slipped FI 1 to FI 75.40 in Amster- 
dam yesterday. 

Last week, the shares’ e r rat ic 
performance fuelled speculation of 
a bid, but Mr De Sole said there 
was no evidence of strategic buy- 
ing. Gucci recently unveiled pro- 
posals to buy back up to 5 per 
cent of its shares, after its institu- 
tional investors blocked plans to 
limit the voting rights of individ- 


ual shareholders to 20 per cent 

In spite of the slowdown in 
Asia, net revenue rose to $229.9m 
f rom in the three months 

to October 31. However, costs rose 
from $85. 5m to $89.5m and operat- 
ing profits fell 'from $68. 7m to 
$63m. 

The weak yen, which has 
depressed Japanese tourism, and 
economic instability elsewhere in 
Asia dampened demand in the 
important duty-free markets of 
Hawaii and Hnng Kong. 

Fourth-quarter earning s should 
be buoyed by the first contribu- 
tion from Severin Montres. the 
Swiss company which has held 
the licence to manufa cture GUC- 
ci’s watches for more than 20 
years: Last week, Gucci agreed to 
buy Severin for $150m. 


! By Andrew Jack in Paris 

A former executive at Banque 
Indosuez 'and Elf Aquitaine is set 
to be appointed manag in g director 
of Society Marseillaise de Credit, 
the troubled regional banking 
group owned by the French 
state. 

Genevieve Gomez will take 
day-to-day charge of the bank, 
leading a team of new executives 
to be brought in by Patrick Carefi. 
who was yesterday formally 
appointed chairman by the 
French cabinet. 

Mr Carefl, a member of the elite 
administrative inspecteur de 
finance corps and a close adviser 
to a series erf socialist ministers, 
has chaired the state-owned 
Banque Ho-vet since 1989. 


He plans to r emain executive 
chairman and become non-execu- 
tive head of Marseillaise de 
Credit 

He will launch an audit of the 
Marseilles-based institution, 
expected to last three months, to 
assess its health before deciding 
what measures need to be taken. 

The bank has already been sub- 
ject to successive recapitalisations 
by the French government and 
the outgoing administration had 
agreed with the European compe- 
tition authorities in Brussels that 
it would he rapidly privatised. 

Mr Careil’s appointment comes 
after a long struggle to oust Pierre 
Habib-Deloncle, the incumbent 
head of Marseillaise de Credit, 
who resigned in the past few days. 

Mr Habib-Deloncle was named 


head of the bank two years ago 
after the last-minute intervention 
by President Jacques Chirac to 
prevent another candidate being 
appointed. 

He was treasurer of the Friends 
of Jacques Chirac Association and 
of a Gaullist banking organisa- 
tion. 

The French banking commis- 
sion launched a formal investiga- 
tion last week into Marseillaise de 
Credit, after demanding clarifica- 
tion of a number of loans. 

Ms Gomez is the sister of Alain 
Gomez, the former head of Thom- 
son, the defence and electronics 
group. She is also the former wife 
of Philippe Lagayette, the outgo- 
ing head of the state-controlled 
financial institution, the Caisse 
des D£pdts et Consignations. 


Sackings 
at Polish 
telecoms 
operator 

By Christopher Bobinskl 
in Warsaw 


Poland's new centre-right 
government has sacked the 
top management at Teleko- 
munikarja Polska (TP), the 
state-owned telecommunica- 
tions operator, ahead of its 
partial flotation next year. 

The clean-out. which 
includes the replacement of 
Jacek Gadomskl, chief exec- 
utive, by Pawel Rzopka. who 
headed the company’s Poz- 
nan district in western 
Poland, comes as the state 
treasury calls for bids in an 
advisory tender which closes 
at the end of this month. 

The company’s supervi- 
sory board, which, like 
senior management, had 
close links with the previous 
leftwlng government, has 
also been replaced. The new 
rh.-iir m.-in to Miroslnw Joku- 
bowski, who is also the new 
director general at the tele- 
coms ministry- 

Hie government has justi- 
fied the sackings by claiming 
It discovered irregularities in 
the telecoms operator's 
credit dealings. Its move 
came just as Mr Gadomski 
was due to sign a $350m loan 
for general corporate pur- 
poses provided by a consor- 
tium of foreign banks led by 
Bankers Trust International. 
The signing of the loan, 
scheduled for today, has 
been postponed by TP's new 
management. 

This year TP has raised 
350m zlotys ($100m) worth of 
financing through a zloty-de- 
nominated commercial paper 
issue arranged by the domes- 
tic Bank Handlowy. 

Last year it raised a $200m 
loan from a local consortium 
led by the Pekao SA bank. 

Hie company operates 7m 
lines, which it expects to 
increase to 10m in 2000. Its 
net profit reached 756m zlo- 
tys in 1996, climbing to an 
estimated l.2bn zlotys this 
year. TP’s net debt at the 
end of last year was $1.6bn. 

The new government's pri- 
vatisation programme for 
next year is set to raise 6fibn 
zlotys. 
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UK printing group says hostile £188m offer ‘fundamentally failed’ to recognise its value 


Quebecor bids for Watmoughs 


By Andrew Davis In London 
and Scott Morrison in 
Toronto 


Quebecor Printing of Canada 
yesterday launched a hostile 
£188m ($3l4m) cash bid for 
Watmoughs Holdings, the 
UK printing and papfcagmg 
group, which aid the offer 
“fundamentally failed” to 
recognise its value. 

Shares in Watmoughs 
soared 90p to close at 287V»p, 
ahead of the offer price of 
257p for each ordinary share. 

Patrick Walker, r-hatrman 
said Quebecor's bid was 


opportunistic; and did not 
reflect Watmoughs’ pros- 
pects. 

Watmoughs has seen its 
shares tumble from about 
450p early this year amid 
worries about a squeeze on 
profits from the strong 
pound and its management 
succession. 

Quebecor. the second larg- 
est commercial printer in 
North America, said it 
wanted to expand in Europe 
by building its presence in 
the UK, where it bought 
Hanterprint two years ago. 

Watmoughs’ pre-tax prof- 


its fell 6 per cent to £22L2m 
in 1998 and analysts are fore- 
casting about £l8m for the 
year to the end of this 
month. 

In August Declan Salter 
quit as chief executive after 
only eight months and Mr 
Walker, the previous chief 
executive, returned to take 
charge. 

Charles Cavell, president 
and chief operating officer of 
Quebecor, said competitive 
pressure on Watmoughs 
from larger pan-European 
rivals would only increase. 
*1 guess there are now three 


fundamentals - death, taxes 
and the erosion of prices in 
the printing industry." 

But Mr Walker said yester- 
day that Watmoughs had 
addressed its problems. He 
dismissed Quebecor's asser- 
tion that pan-European 
operations were the way 
ahead, saying Watmoughs 
had chosen markets - 
mainly the UK, Spain and 
Hungary - with care and 
had leading positions in 
them. “We’ve got very defi- 
nite views on where we want 
to be... We’re creme de la 
crane". 


Analysts said Quebecor 
had fallen wen short of a 
knock-out blow. But they 
said it. or a rival, could find 
support among investors 
with a second tQt pitched at 
more than 300p. 

The Canadian group’s 
move is the latest in a num- 
ber of recent cross-border 
bids in the sector. 

Quebecor is offering I20p 
in cash for Watmough’s pref- 
erence stock. 

The Canadian group Is 
advised by Merrill Lynch 
and Watmoughs by Schra- 
ders. 



Charles Cavell of Quebecor 


The predator turns impatient and hostile 


After failing to woo Patrick 
Walks' and the Watmoughs 
board and win a bid recom- 
mendation over two days of 
talks this week, Charles 
Cavell yesterday turned hos- 
tile, writes Andrew Davis. 

The president and chief 
operating officer of Quebe- 
cor printing arrived in the 
UK on Monday last week, 
sat down with Merrill Lynch 
advisers and prepared to 
open talks with his target 

Unable to secure a meet- 
ing until Monday, he grew 


impatient a quality he let 
show yesterday. “This is a 
good base and this Is an 
excellent market and I am 
going to expand here- It’s 
that simple.” 

Watmoughs became his 
target after a year in which 
it has stumbled. 

Sterling’s strength has 
been a severe drag on Its 
trading in continental 
Europe, and had also dented 
profits from the Spanish and 

ITimgarum businesses. 

Although Mr Walker pre- 


dicted at April’s annual 
meeting that profits for 1997 
would be about £22m 
(S37m), in line with the 1996 
figure, this has not stopped 
analysts’ forecasts failing 
well below that figure. 

They had been forecasting 
profits of £27m, but have 
since trimmed predictions to 
about £ism. 

The company suffered fur- 
ther problems in August 
when Declan Salter quit as 
chief executive after only 
eight months. He had been 


groomed by Mr Walker to 
rim the company. 

Instead, Mr Walker was 
obliged to return to take 
charge. 

Mr Walker said yesterday 
that Watmoughs had 
addressed its problems and 
was back on track. 

Mr Cavell said that QFI 
believed further integration 
of the European packaging 
industry was inevitable, and 
his company was deter- 
mined to take part 

If it wins, QFI plans to 


integrate Watmoughs busi- 
ness within its existing UK 
and European operations, 
serving customers through- 
out the continent. 

QPI already has substan- 
tial operations in Europe. It 
entered the European mar- 
ket in 1993 with the pur- 
chase of Fecomnte. breakin- 
ginto the UK in 1995 
with the purchase of Hun- 
terprint for £24m, adding 
Didxer of France the same 
year. 

It now has 18 printing 


Bass tumbles after exceptionals 


By John WBbnan and 
Scheherazade Daneahkhu 


Bass, the brewing and 
leisure group, yesterday 
reported a hlgher-than-ex- 
pected £177xn ($295. 6m) 

write-down, in tine value of 
its chain of 131 Gala bingo 
dubs where profits fell 22.6 
per cent to £24m_ 

The write-down in bingo 
assets was one of three 
exceptional items totalling 
£237m which contributed to 
a 2K9 per cent foil in pre-tax 
profits to £477m for the year 
to September 30. 

The group U in negotia- 


tions over the sale of Gala to 
a venture capital group for 
about £250m- Sir Ian Prosser, 
chairman, declined to com- 
ment on the sale, or on spec- 
ulation that the Coral bet- 
ting shop fhain was also on 
the market 

The group, which has 
gearing of 15 per cent and 
falling, has been under pres- 
sure other to hand money 
back to shareholders or 
make a big acquisition. Ana- 
lysts estimated Bass could 
easily spend up to £2bn. 

Sir Ian said he did not rule 
out returning money to 
shareholders. But a survey 


of its institutional sharehold- 
ers had shown no pressure 
for a share buy-back. 

However, he said the 
group wanted to expand in 
its three core businesses of 
brewing, pub operations and 
hotels - in each case outside 
the domestic market 
“We are hoping to add to 
Holiday Hospitality [the 
hotels divsion] in Europe 
and Asia,” he said. 

He added that the eco- 
nomic crisis In south-east 
Asia could offer opportuni- 
ties for Bass to pick up 
hotels in the region. 

Tom Oliver, chairman and 


chief executive of Holiday 
Hospitality, said the com- 
pany was looking at acquisi- 
tions but had been unable to 
agree on price. 

The save far an acquisi- 
tion was indicated by Rich- 
ard North, finance director, 
who said the group's interest 
cover was 9.7 times. Bass 
would be happy to see inter- 
est cover fall to four times, 
he added, and was prepared 
to go as low as three times. 

Strong performances in 
brewing and pub operations 
raised pre-tax profit before 
exceptionals 6.4 per cent to 
£71 4m on turnover up 2.3 per 


cent to £5L25m. Bass contin- 
ued to invest heavily in 
building its beer, pub and 
hotel brands, with net capi- 
tal expenditure up 5.5 per 
cent to £599m. 

The foiled Carlsberg-Tetley 
venture led to a net loss of 
£35m on the sale of its 50 per 
cent stake. The group also 
reported exceptional reor- 
ganisation costs of £2Sm on 
the closure of breweries in 
Cardiff and Sheffield. 

News of the writedowns 
sent the shares down 14p in 
early trading, but they 
recovered to end V4p np at 

B74'Ap, 
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By Alan Carre 


Market maintains its interest in BTG 


By Roger Tayfor 


An injection which makes 
varicose veins disappear and 
a scanner that can detect 
drugs In airport luggage 
were among potential prod- 
ucts outlined yesterday by 
BTG, the Intellectual prop- 
erty company privatised five 
years ago. 

These and thousands of 
bright ideas have lifted 
BTG’s market value from 
£38m to £600m ($ibn) since 
floating in 1995. Three years 
earlier, the government bad 
agreed to a £28 m manage- 
ment buy-out after being 
advised that there would be 
limited interest in the 
shares. 

BTG was reporting results 
for the six months to Sep- 
tember. It made pre-tax 
losses of £4. 15m (profits of 
£170,000) on turnover of 
£12. 1m (£22.46m). 

The remarkable reassess- 
ment of the company’s 
worth reflects a rapid learn- 
ing curve for investors. BTG 
is a unique business and 
finding appropriate yard- 
sticks with which to value it 
has taken time. 

It was formed out of the 
National Enterprise Board 
and the National Research 
Development Corporation 
set up in 1974 and 1949 
respectively, by Labour gov- 
ernments keen to promote 
British inventiveness and 
worried by the exploitation 
of UK ideas overseas. 

It specialises in conunerci- 





COlnBMN 

Ian Harvey, chief executive (left), and Rnsi Kathoke, finance director, with product samples 


Rising inventions by ensur- 
ing they have adequate 
patent protection and by 
seeking backers willing to 
license and develop them. 

But unlike patent lawyers 
and consultants who charge 
fees. BTG works on a contin- 
gency basis, talcing a share 
of any revenues generated 
on patents. This approach 
has made it attractive to 
both lone inventors and mul- 
tinational companies. 


Its varicose veins treat- 
ment was developed by a 
Spanish doctor who bas 
already tried it on several 
hundred patients. The injec- 
tion. which is still to com- 
plete clinical trials, would 
replace operations. 

The detection system for 
screening baggage for drugs 
and explosives was devel- 
oped by King’s College, Lon- 
don, and has now been 
licensed to Vivid Technolo- 


gies of Massachusetts in the 
US, which has 70 per cent of 
the market for screening air- 
line baggage. 

The shares have been 
helped by the success of the 
biotechnology and electron- 
ics sectors, where investors 
have been willing to back 
lossmaking technology busi- 
nesses. Its stock had the 
added attraction of providing 
exposure to a wide spread of 
different markets and tech- 


nologies. However, it has 
become a victim of the suc- 
cess of its most developed 
product, Torotrak, a system 
for making gearless cars, 
which is now licensed to 
seven motor manufacturers, 
with 12 others doing initial 
development work. 

Dresdner Kleinwort Ben- 
son, the company's broker, 
estimates Torotrak now 
accounts for 55 per cent of 
the company's value. If the 
product were to run into dif- 
ficulties the shares would 
collapse. 

However, the outlook 
remained positive yesterday, 
with the news that Ford and 
Toyota are taking the sys- 
tem into the next stage of 
development. 

The company is confident 
enough of its prospects to 
pay dividends although it is 
lossmaking. Brokers are 
forecasting a full year loss in 
excess of £7m (£2.73m). 

BTG’s internal revenue 
targets are far higher t han 
most brokers forecasts. DKB 
gives a central valuation fig- 
ure for the business about 13 
per cent below its current 
share price, up i2Kp at 
665p. 

But DKB assumes patent 
income of £77m by 2006. , 
BTG’s own target is £140m. 
although the projections 
from its various depart- I 
meats, when added together, 
point to a figures closer to 
£250m. If its own targets are 
realistic, the shares are 
undervalued. 


[ Shares in Energis, the 
j National Grid’s telecommn- 
■ ni cations subsidiary which 
is being floated next week, 
have been overpriced by toe 
company’s financial advis- 
ers, according to Indepen- 
dent research published yes- 
terday. 

The stockbrokers Lehman 
Brothers and BZW, neither 
of which are involved in the 
flotation, suggested prices of 
180p and 243p respectively, 
compared with the indica- 
tive range of 250p-325p set 
in the pathfinder prospec- 
tus, published last month. 

The offer price is expected 
to be announced on Tuesday 
with conditional dealings 
starting in London and New 
York the same day. 

Energis plans to raise 
between £173.9m and 
£227.6m ($380m) most of 
which will be used to repay 
more than £20flm of loans to 
the National Grid. 

Lehman Brothers said: 
“We believe that the UK 
long-distance market is 
highly competitive at both 
the service and facilities lev- 
els and that this will restrict 
market share, margins and 
profitability for Energis.” 

It goes on to point out 
that Energis is the sixth 
largest UK operator in reve- 
nue terms but that while 
British Telecommunications 
and Mercury - now part of 
Cable and Wireless Commn- j 
nicotians - have been losing 
market share, there are sev- 
eral fast growing carriers in I 
the UK of about the same 
size - Including WorldCom, 
AT&T, NTL and ACC. 

The new research implies 
a lower enterprise value for 
Energis than had been esti- 
mated. The pathfinder pric- 
ing implied an enterprise 
value of £737m-£941m, 
while James Dodd, analyst 
at Dresdner Kleinwort Ben- 
son. global coordinator for 
the float, calculated a mean 
value of £L3tm in October. 
BZW calculates an enter- 
prise value of £775m. 
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IT stocks jump 
on index proposal 


By Paul Taylor 
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Shares in information 
technology companies 
surged yesterday after the 
announcement that an Index 
covering UK-based IT compa- 
nies quoted on the London 
Stock Exchange is to be 
introduced, possibly at the 
I end of next year. 

Among the leaders, shares 
in Sage Group, Serna Group 
and CMG were up between 4 
and 6 per cent 

The committee which 
oversees share classifica- 
tions will create a separate 
sub-sector within the Sup- 
port Services category for IT 
companies. 

Mark Makepeace, manag- 
ing director of FTSE Interna- 
tional, which manages the 
be nchma rk UK share indites 
and is owned by the Finan- 
cial Times and the London 
Stock Exchange, said: "As IT 


companies continue to grow, 
it is probable that this sub- 
sector wSl be made into a 
separate industry category 
at the end of 1998.” 

The valuation of IT compa- 
nies on the Official List is 
little more th an QA3 per cent 
of the FTSE All-Share index 
- below the 1 per cent gener- 
ally regarded as the smallest 
percentage for introducing a 
separate category. However, 
the committee noted that 
since the sector was growing 
rapidly, it would review the 
situation again in 1998. -The 
decision was applauded by 
companies in the sector, 
fund managers and investors 
who have long campaigned 
for a separate IT index. 

Under the proposals, 62 IT 
companies, includin g a num- 
ber involved in the computer 
software and services indus- 
try, will be plated in the sub- 
category. 


bo \£-£> 


LEX COMMENT 

UK coal 


plants in the UK, France and 
Spain, generating revenues 
last year of $S60m. 

Mr Cavell said QPI had 
considered the alternative of 
building new capacity In tbe 
UK, but felt the market was 
already over-supplied. 

To escape the bid, Mr 
Walker will have to con- 
vince shareholders that 
Watmoughs has a bright 
future as an Independent, 
and the management in 
depth to carry Its strategy 
through. 


Old King Coal has come utobm 
back to haunt another **•■■*■ 

British government. Such stem price raMMeto ttw 

Is the industry's grip on ns&M Shenaincto* 

public emotions that, even iao • - — : - • • 

In Its much diminished _ . 

size, it can cause politi- 1Q0 -j/.L — 

dans to swerve. In itself, ^ 

reviewing whether new _ Y- - - - 

gas-fired power stations I 

should be built is not |Yfc 

barmy: too much reliance *> “ 

on one energy source • 

could conceivably threaten «o - ----- - ^\— 

security of supply. But in 1 

the context of mounting M i_ 1. — .N 

pressure from backbench- ins w 

are to do something to sum oat mumm 
save British mines, it 

looks a naked attempt to rig the market. Even as a tool 
for preserving pits, banning gas-fired stations is blunt. It 
would mpan more coal was burnt than would otherwise 
be the case. But the long construction times required for 
gas-fired power stations mean there would be a delay of at 
least two years before there was any effect on capacity. ■ 
and there would be no guarantee that the coal eventually 
bought was mined in Britain. Indeed, since most local 
coal is uncompetitive, incremental demand would proba- 
bly be filled by imports. British pits could be saved only if 
even more extreme measures were taken - like stockpll- j 
teg mountains of coal and subsidising the industry. 

Even more wonyingly. preventing construction of 
cheap gas-fired plant would distort the entire electricity 
market. Artificially restraining now entry would buttress 
the National Power/PowerGen duopoly. It would be Ironic 
i indeed if a government which only last week highlighted 
its generosity in helping pensioners pay their heating 
bills adopted a policy which pushed electricity prices up. 


MEPC hails a 
strategic shift 


By Norma Cohen, 
Property Correspondent 


James Tuckey. chief 
executive of MEPC, yester- 
day said the UK’s third larg- 
est property company had 
begun a si gnificant strategic 
shift 

MEPC has underperformed 
much of the property sector 
In recent years, and has 
been under pressure to 
improve returns to share- 
holders. 

“What is new is the strate- 
gic changes we are making: 
the organisational changes, 
the out-sourcing of non-core 
activities and the strength- 
ening of teams at board 
level". Mr Tuckey said. 

However, be conceded that 
the company had more work 
to do before satisfying its 
critics. “We dont underesti- 
mate what we have to under- 
take in 1998 to complete the 
results." 

MEPC also reported a 20 
per cent rise in annual pre- 
tax profits to £167m (5279m) 
before exceptional charges. 

Charges in the year to Sep- 
tember 30 included £73m for 


‘ interest rate swap termina- 
tions and a £9.5m charge for 
restructuring. 

Of this. £4.9m relates to 
staff termination costs at the 
US and Australian busi- 
nesses and £4.4m to the out- 
sourcing of facilities for the 
UK portfolio. 

A £43m provision was 
made against further 
charges, mostly tax-related, 
for the sale of the US and 
Australian businesses. 

Mr Tuckey declined to 
specify the timing of those 
sales, but analysts believed 
that it was unlikely the Aus- 
tralian business would be 
sold before the end of March 
1998. and those in the US 
about three months later. 

Net asset value rose 12.7 
per cent to 5Cf7p before the 
provisions and 10.4 per cent 
to 497p after. 

MEPC said it had changed 
the way it valued properties 
in Its development portfolio 
from net realisable value to 
an open market value basis. 
It had also changed Its year- 
end valuation date from 
August 31 to September 30 to 
coincide with its fiscal year. 


Windward Cap to 
buy Morris Ashby 


By Emiko Teraxono 


Automotive Components 
Investments, a vehicle 
recently formed by Wind- 
ward Capital Partners of the 
US, has made a £49m 
($8LSm) recommended cash 
offer for Morris Ashby, the 
diecasting company. 

The move is part of Wind- 
ward’s strategy of investing 
in car component compa- 
nies. It would allow Morris, 
which supplies Ford Motor 


and Volkswagen, to become 
part of a larger group sup- 
plying the international mar- 
ket Windward has asked the 
management to stay on. 

The offer follows Morris's 
announcement on Monday 
that it was in talks, which 
pushed the shares up 45p. 
They gained 7Vip to 397V4p 
yesterday. Windward has 
received undertakings to 
accept the offer, at 40Qp a 
share, from directors with 
38.8 per cent of the company. 


PUBLIC NOTICE 



OFFICE OF FAIR TRADING 


Glaspak - notification of a compliance 
scheme 


The Producer Re$pondb9Hy Obligations 
(Packaging Waste) Regulations 1997 (the Regulations’) 
Utide- (hew iReffjbdons, .certain business* hare obtgwoni ra&nfltw the 
recover and racydlng of padding, They tan efeher act akme do meat the 
requirements of the Regututoni. or Join a regtsterod scheme which wffl 
asame rid* retponsfeffeyfer ta members. 

The Dlreacr Omni of Fair Trading has a duty to undertake a co mpeti ti on 
aniffntf re ad rnmnlluira . . — ■ — ■ _ . 1 


smitfny cf ail compflance schema prior » theh- KgUmdon wfchche 
"rinawent Agency or the Scottish Environment Prooecrioo Aeencv. 


7*e has r*eeJv*d a submtiacifi concerning 

‘■t 1 *- **“* P“***<"S tntkuoy to be^ kno*ti * 
gayakQheCTiBpak Scheme). The C3a^ Scheme wS be operated by 

Glaspak if also party to several agreements, bo come kirn effect if Gbipak la 
retftrernd as a scheme. InwHwtnj the gUas recyc&nj and rwxwHV 
organisation Qumo Umhed. These agreements fti* Qamo Agreemtno - ) 
cwteem Wf;/ of Packaging Waste Recovery Notes fPRNO by 

of die Claspak Sdteme to temno UnUeed and dm subsequent 4Pde 
of PRNs so tfknl parties. The Ghana Agreements are also subnet to 
eonperidon scrutiny by the Dtreaor General. 

If tte Dtaaw General fads riu either fa Glupak Scheme or Sumo 

Asreesn^rate-oampetiiton concern, the Director jSenerid may have ta 

ass Miether ete «ect or arty restrictions on aotripMtion are treasef 

man Is nectasay far achieving the an ri ramiw nu l or economic benefits 
mmdmwd to section 73(fi}.ol the 6n*«im«rtAa 1995. 

The Dlracmr General hwhe* comments from Interested ti*d partks on die 
teapak Schem e a nd die Gb smoAffeemenn and particutarty on die 

tftvii mun«Mj| or economic Impact of the Gtewto A gr tmm i m taocamtaf 

the supply and sale of PRNt. - 

They should be addreseed kk 

D*4d Biocktklgc. Oflkn of Fair Trading. . 

Compeddon Poficy OMsbn, Held House, - 

15-25 Bream's BuMtip, London EC4A I PR 
Tek 0171 21 1 8953 

Phase contact Mr.Btodcdd^ K ypo require fonher btfwrnaiton on either 
the Gbipak Scheme or the Ghsme ApeeiiKiiu. To ensure comments 
are considered In ties confutation they should arrive at the Offlee by 
5 January 1998. 
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INTERNATIONAL CAPITAL MARKETS 


Europe awaits central bank meetings 


GOVERNMENT BONDS 


By Vincent Boland 
in London and John Labate 
in New York 

European bond markets fell 
slightly yesterday, giving up 
some of the gains achieved 
in Tuesday's sharp move for- 
ward. as investors stayed on 
the sidelines ahead of cen- 
tral bank meetings today in 
the UK and Germany. 

However, analysts said 
there was little likelihood 
that the Bank of England or 
the Bundesbank would 
adjust their interest rate pol- 
icies this week. 

This combined with con- 
tinued strength in the US 
bond market, where the long 
bond yield again threatened 
to break below 6 per cent, to 


help keep yesterday’s retreat 
in Europe to a minmmin. 

UK GILTS were the weak- 
est European market, with 
the March contract settling 
h lower at 1198 in Quiet 
trading. The Bank of 
England is expected to wait 
to assess Christmas spend- 
ing trends before consider- 
ing another rate rise but 
investors were anxious yes- 
terday to avoid being 
exposed to any pre-emptive 
move, as happened with last 
month's 25 basis point rise. 

"It's a close call on 
whether the Bank will raise 
rates, and many participants 
are fairly reluctant to take 
big positions ahead of the 
monetary policy committee 
decision." said Steven 
Andrew, gilts specialist at 
Merrill Lynch. "It's in the 


back of the market's mind 
that the Bank could act in a 
pre-emptive way again, and 
traders do not want to leave 
themselves open to such a 
surprise." 

That, and next week's data 
on producer prices and man- 
ufacturing output, which 
will also have a bearing on 
interest rates, continue to 
weigh on the market. “Given 
the stage of the monetary 
cycle we're at, gilts are vary 
sensitive to any data that 
comes out," Mr Andrew said. 

GERMAN BUNDS edged 
down ahead of today’s Bund- 
esbank meeting, with other 
European markets following: 

The December bund future 
settled in London at 104.22, 
down 0.05. while the March 
future settled at 1C&52, also 
0.05 lower. 


Debate continued on 
whether the Bundesbank 
needed to raise rates, or 
would come out with a 
pre-emptive strike. Most 
analysts said a rise was 
unlikely because it was not 
justified by domestic eco- 
nomic factors. 

While short-term maturi- 
ties continue to discount 
central bank tightening, ana- 
lysts said any move would 
not do too much damage to 
the fundamentally positive 
outlook for bunds at the 
moment. 

FRENCH OATS were 
unchanged after setting a 
new contract high in early 
trading on strong overseas 
buying interest 

The December future 
ended in Paris flat at 100.54. 
Auctions today of French 


franc and Ecu-denomicated 
paper were expected to go 
well because of the light vol- 
ume of the transactions and 
the current buoyancy of the 
10-year sector. 

SPANISH BONOS marked 
time in line with bunds. The 
December bono contract set- 
tled at 105.21, down O.n. in 
active trading as auctions of 
five-year and 15-year paper 
were digested. 

US TREASURIES moved 

higher in the busiest trading 

day of the week, with 
long-term issues gaining the 
most as the long bond yield 
continued to tall. By early 
afternoon the benchmark 
30-year bond was up 8 to 
101ft, sending the yield down 
to BJJ12 per cent 

Ten-year notes rose £ to 
102ft, yielding 5*825 per cent, 


while two-year note gained 
ft to 998. yielding 5.743 per 
cent The Federal Funds rate 
was at 5% per cent. 

“It looks like we are gear- 
ing up for a break through 
the 6 per cent level.” said 
william Caaba, manager of 
bond trading at Cowen & Co 
in New York. 

The bond market has 
gained momentum in recent 

sessions, with overnight 

buying from overseas mar- 
kets as well as domestic 
retail buying helping to posh 
bond prices higher. 

New data an home sales 
helped to firm up bonds. The 
figures showed the market 
having stabilised, with 
recent downturns in sales. 
Home sales in October fell 
by 1.7 per cent, after a 25 
per cent rise in September. 


Rarity value boosts 
demand for Sardinia 


INTERNATIONAL BONDS 


By Edward Luce 

Investors were again offered 
a range of rare borrowers 
and unusual structures yes- 
terday but there was little to 
suggest the mainstream mar- 
ket would spring back to life 
before 1998. 

SARDINIA’S $460m issue 
attracted most attention as 
the first conventional euro- 
bond to be offered by an Ital- 
ian region. Both Sicily and 
Toscany have repackaged 
domestic deals for the euro- 
bond market but Sardinia is 
the first to launch a bond as 
an on-shore borrower. 

At a spread of nine basis 
points over Libor and 1L5 
basis points all-in, the 
ld-year deal was viewed as 
relatively expensive by some 
houses. “This is the type of 
pricing you would expect on 


a five-year deal," said one 
trader. 

However, an official at 
Chase Manhattan, lead man- 
ager, said the 20 per cent 
risk weighting on the band 
had made it attractive to 
banks across Europe. The 
rarity value of the borrower 
bad also boosted demand. 

Lazio, tiie Italian region 
that includes Some, is also 
planning to make a euro- 
bond debut In the near 
future, having signed up to a 
global medium-term note 
programme last week. 

AMBROVENETO, the Ital- 
ian bank, also made its 
debut with a $400m 10-year 
floating-rate note. 

The offering, proceeds of 
which will go towards 
Ambroveneto’s acquisition 
of Cariplo bank in January, 
was the first upper tier two 
bond offering by an Italian 
bank. It was also the first 


subordinated eurobond by a 
bank since the market crisis 
in late October. “The success 
of this deal is very reassur- 
ing for the secondary mar- 
kets," said an official at 
BZW, joint lead with UBS. 

Ambrovesttto was allowed 
under Italian regulations to 
give the bond a fixed matu- 
rity as opposed to the perpet- 
ual maturity standard on 
subordinated issues else- 
where in Europe. Officials 
said the attractive spread - 
95 basis points over Libor at 
re-offer - “reflected market 
conditions”. 

The WORLD BANK fol- 
lowed up its 3200m add-on on 
Tuesday with a L300bn 
“reverse floater" yesterday. 
The 12-year bond, which 
comes hard on the hwnis of a 
similar lira-denominated 
transaction by the EIB last 
month, has a 12 par cent cou- 
pon in its first year stepping 


1 New international bond 
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down to 7 per cent until the 
fourth year. Thereafter it 
win switch to a floating-rate 
coupon of 15.5 per cent 
minus twice Libor. 

The structure is designed 
to appeal to Italian retail 
investors by offering a high 


initial coupon followed by a 
bet that European interest 
rates will remain low and 
stable after monetary union. 

Elsewhere, TELEFONICA, 
the Spanish telecoms com- 
pany, was rumoured to be 
mulling a live-year dollar 


bond. But syndicate officials 
said there was little else on 
the horizon. 

“There's basically a week 
and a bit left of this year ” 
said one. “Noone's going to 
take any great risks with 
that kTTnri of window." 


CAPITAL MARKETS NEWS DIGEST 
correction 

World Bank in 
$200m add-on 

The World Bank has issued n 3200m add-on tranche to its 
recent five-year dollar bond. Yesterday's eurobondcal- 
umn misidentified this as being issued by Russia. 

The World Bank add-on. which was lead-managed by 
SBC Warburg, was priced at a spread of 15 basis points 
over five-year Treasuries, compared with an initial launch 
spread of 20 basis points. 

■ RUSSIAN INVESTMENT FUND 

Swedbank in link with Brunswick 

Swedbank. one of Sweden's biggest financial services 
groups, has joined forces with Brunswick Capital Manage- 
ment. a specialist in Russian equities, to launch a fond 
investing in Russian blue-chip companies and aimed at 
Swedish retail investors. 

The open- ende d mutual fund will be launched In Swe- • 
den in the second quarter of next year, will be denomi- 
nated in Swedish kronor, and will be able to be traded 
daily. It will be managed by Robur KapitalfBrvaltnlng, 
Swedbank's asset management arm and the leading Swed- 
ish retail fund management group, with Brunswick acting 
as adviser. The launch of the new fund marks the first 
tiiw Robur has co-operated with an external adviser. 
Swe dbank and Citibank, its correspondent bank in 
Moscow, are to act as custodians. 

The size of the fond will depend on market conditions 
but is expected to be about SiOOm. Its strategy will be to 
invest in Russian blue-chip and liquid second-tin- stocks. 
Martin Andersson, Brunswick chief executive, said that in 
spite of the recent correction in the Russian equity mar- 
ket, the economy's return to growth meant the market 
had “significant' upside potential over the coming years". 

Vincent Boland 

■ CREDIT RATINGS 

Fitch IBCA to harmonise 

Fitch IBCA, the recently merged credit rating agency, yes- 
terday announced it was harmonising differing credit rat- 
ings to complete the tie-up between the two. The new rat- 
ing agency, the worlds third largest after Moody's 
Investors Service and Standard & Poor's, said it was 
upgrading 20 ratings and downgrading a further nine. 
Eight remain on RatingWatch for possible change. 

The agency, which is thought to have combined annual 
income of more than $i00m, also said it was adopting the 
Fitch nomenclature for short-term ratings. Short-term rat- 
ings are therefore on the scale of F (FI. F2. etc) as 
opposed to A. Edicard Luce 
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Mar 

Denmaifc 

12/99 

11/07 

8000 1022800 
7000 1081300 

4.73 

500 

+003 

+001 

-O0S 

-310 

-327 

+358 

-000 

96 308 3*48 357 

9T7 206 2.50 258 

98 108 155 158 

99 008 0.71 120 

100 - 0.19 367 002 

001 

002 

007 

nsa 

371 

312 

323 

f%AO 

Flntand 

01/98 

04/06 

11000 107.1280 
7250 1100060 

423 

509 

+001 

-002 

+001 

-005 

-312 

-318 

+0*42 

-381 

'AHA 

372 

1.18 

Ranee 

11/99 

10/04 

1QC7 

10/25 

70001040200 
8750 1080400 
5000 1000000 
8000 1000900 

404 

5.17 

5*42 

SJS 

+004 

+0.02 

+001 

♦001 

-004 

-006 

-006 

-006 

-0.10 

-022 

-330 

+378 

+314 

-315 

-357 

EK. yoL aw. Cta 8052 PlM 25014. Plerioua tafm open cm 56*61 Pte 75,757 . 

Germany 

Germany 

06/99 

8500 980100 

424 

+002 

+004 

-001 

+382 

■ NOTIONAL GERMAN BUND FUTURES (UFFE)* DM250000 100th* at 10094 

ill 

8750 1080200 
6000104.1800 
85001070800 

522 

6.42 

S08 

+003 

+001 

-0.01 

-004 

-006 

-0.10 

-311 

-021 

-327 

-002 

-316 

-351 

. Open Sett price Chwige High Low 

Dec 10404 10422 -305 10409 10408 

Uar irwftfi ims? JlfVi i/w do iFMqa 

Eat yo* Open HI 
164168 149747 

Iratad 

04/99 

0808 

82501010500 
8000 114.7200 

522 

379 

+008 

+001 

-009 

-0.10 

-0.18 

-331 

-056 

-370 

**UM ILK7-LKJ lUdwK. IU3.DO 1 UmO 

m miun httiirp: rmrmiR n tfepi niwi rvwita nf i 

irrrafc 




a m im oonn 

312 

+003 

-001 

-326 

-101 

m Durau ruiunca uruuno \LPrrq UMcoUftAA; pufna OT 

IUU7* 


Italy 

OSnOu 

asm 

07/37 

IM4U ll/l 

82501032800 
8750 1080100 


Of tew _ 



341 

381 

+003 

+001 

-003 

-007 

-028 

-004 

-107 

-106 

Price Jan Feb Mar Jun Jen. Feb 

HUTS — 
Mar 

Jun 


11/26 

7250 112.6600 

829 

+001 

-0-73 

-007 

-125 

10350 0*40 0.88 000 107 008 308 

008 

1.75 

■tan 

06/89 

12132 

oaos 

4000 1080000 
4000 1170000 
80001088*00 

347 

124 

1.71 

+004 

-003 

-007 

+0.13 

+002 

-006 

+001 

♦003 

-027 

-350 

-367 

10400 319 0*45 0.86 057 387 003 1.14 205 

10460 007 028 047 371 105 126 1*45 208 

Eat. VOL iota. Crtto 7150 Puts 13882. Pleutora open tot. Cals 117S1B Pte 122474 


03/17 

35001130700 

259 

-008 

-007 

*0.11 

-0.61 




Netherteida 

06/99 

02KT7 

7500 1045000 
5.750 102.4800 

405 

5*«0 

+004 

+001 

+008 

-005 

-020 

+391 

-318 

■ NOTIONAL ORMAN BUND (BOBU FUTURES 
(DT0) DM253000 IQOths of 10096 



tlewTertilll 

<0/00 

11/00 

8500 990051 
8000 1080555 

609 

+003 

+002 

+007 

+008 

♦007 

+307 

+320 

-022 




372 

Opan Satt price Change High Lviv 

EsL voi Open InL 

Norway 

01/99 

01/07 

9.000 1O50BOO 
' 6750 1082500 

404 

507 

-004 

+0.02 

-008 

-00* 

-319 

-024 

-0.19 

-0-57 

Dec 10403 104.17 -312 10408 104.07 

Mar 10350 10350 -009 10007 10309 

133158 

71.575 

183088 

101283 

Portugal 1 

03/99 

02/07 

8000 104*4241 
8625 1050083 

405 

5.79 

+001 

-003 

-008 

-027 

-025 

-104 

-107 

■ NOTIONAL GERMAN BOBL FUTURES (U^^P DM253000 IQOths of 10014 

Sptai 

07/99 

03/07 

7*400 104.1980 
7050 1110983 

408 

5.73 

♦002 

+002 

-004 

•022 

-029 

-121 

-1.14 

Open Sett price Change Wgh Low 

Dec 104.18 10400 -311 104.10 103.92 

Mar 103.48 10309 -309 10350 10303 

EsL vol Open bit. 

8Nt0Nl 

01/99 

two? 

11000 108.1010 
8000 1120230 

522 

318 

+004 

+001 

+004 

-008 

+310 

-022 

♦027 

-374 

7.B63 

2001 

92S8 

6,088 

SwRzertond 

03/99 

Q8AJ7 

4.000 102.7500 
4000 1070200 

1.78 

302 

-001 

+001 

-027 

-029 

-009 

-008 

-337 

Italy 



UK 

09/99 

11/04 

6.000 982969 
3750 100.7044 

708 

802 

+O0S 

+003 

-005 

+0.19 

+001 

+0.48 

-355 

■ NOTIONAL ITALIAN GOVT. BOND (Bm*) FUTURES 

(UFFET lira 200 m 100 th# at 10094 




12/07 

06/21 

7250 1050*89 
30001192422 

349 

841 

+002 

+00* 

-0.05 

-002 

-009 

-009 

-004 

-1-05 

Open Sea price Change High Low 

EsL voi 

Open ire. 

US 

07/89 

05AM 

08/07 

5075 100.1330 
7250 107*4728 
3125 102.1194 

378 

504 

503 

-001 

-002 

♦001 

-002 

-002 

+007 

-308 

-0.07 

*0.18 

-023 

1 M+.W -w+o 1 I+*W IIUI IOOW UUI 

Mar '11459 11457 -0.15 11402 11405 48740 98414 

■ tTALMN GOVT. 80NB (81^ FUTURES OPTIONS (UFFE) UrafiOOm lOOtte at 10094 


08/27 

3375 1042992 

806 

-001 

-004 

-0.15 

-330 


ptrra — 


ECU 

03/99 

04/07 

5000 1002900 
5500 995900 

408 

355 

+003 

-001 

+002 

-008 

-305 

-024 

+057 

-0.41 

Price Mar Jun Ma 

11400 125 1.72 0.78 

jwi 

125 

Lordon cMig. ilw Yoiv mtotey SonaMracMnuFTMimaion 

YletoK Local raariai SMPtadMnmalead yta m bate VMS shown far nay oxetode wfifftotev 

11460 007 1*46 1.00 

11500 0.73 122 128 

1.49 

1.75 


ta « 195 par cart peyote by nonreataras. E sl voL hoL CUN B7S Pud 71Z. PMm day's open tot, Cato 26001 Pud 2M0B 


lO YEAR BENCHMARK SPREADS 


Dec 3 

Bid 

VlaW 

Seraad Scread 
v* vs 

ate* T-Bonda 


eat 

vteu 

Spread Spread 
« VS 

Bitea T-Banda 

Aurtnta 

617 

+0.75 

+034 

Nw* Ztasnd 

872 

+100 

+089 

Aiotia 

551 

+080 

-032 

Mon*W 

557 

+015 

—026 

Bolpun 

555 

♦0.1* 

-027 

ftxniBrt 

670 

+037 

-004 

Canada 

553 

-an 

-030 

Spain 

673 

♦031 

-a io 

DBimeriv 

689 

+a*7 

+aoB 

Sweden 

618 

♦078 

♦035 

FrtUrtd 

5J50 

+ai7 

-024 

SMtzar&nd 

351 

-131 

-032 

France 

642 

-A 

-041 

UK 

640 

♦1j07 

*088 

Germany 

542 

- 

-0*1 

US 

683 

-041 

- 

Mud 

5.79 

+037 

-004 

B3J 

555 

-013 

-028 

*«ty 

5-81 

-030 

-aas 


Japen 


-an 

-4.12 

London dotea. ' 

Nn* York cfosta. 


NulItfolikiJj 

640 


-043 

AnnualMd ytad tade. 



EMERGING MARKET BONDS 









Day's 

Murs 

Sprd 


Red 

S 8 P 

Bid Bid 

chge 

chge 

ws 

Dees 

dree Coupn Rating 

price yield 

y« 

y« 

US 

■ EUROPE 

\ 



.. 




Croatia 

02AJ2 

7.000 BBS- 

B45887 

8l55 

+024 

+0.30 

+2.75 

Poland 

07/00 

7.760 

BSB- 

102.8193 

601 

-006 

+0.18 

+0.73 

Russia 

11/DI 

njqn 

BB- 

96.7925 

1027 

-4.53 

-003 

+4*48 

aiAHNAMSUCA 







y • 


01/17 

11075 

BB 

107.7600 

10*42 

+0.03 

-103 

+«0O 

Brezfl 

11/DI 

8.875 

BB- 

08.6253 

900 

-903 

+0.59 

+401 

Mexfcxt 

01/07 

9875 

B8 

1040000 

9.13 

+428 

-00 0 

+4*30 

■ ASt A 





.. .a-. . 




China 

07/ 06 

7.750 BS8+ 

105.9812 

800 

-009 

-004 

+0.98 

PhSppInea 

lone 

8.750 

BB+- 

910681 

9.72 

-OAQ 

-0*47 

+400- 

Thatand 

04/07 

7.750 

A- 

894371 

949 

-4.33 

-945 

+3+66 

■ ATRKXAMBXXJS EAST 



' 


'J ' 


Lebanon 

07/00 

9.125 

BB- 

102.0586 

&1B 

+0*40 

+028 

+2*41 

South Africa 12/99 

9.625' 

'SB* 

104.4230 

723 

+0.16 

+002 

+1*47 

Tiafcey 

05/02 

10.000 

B 

1022450 

907 

-005 

-125 

+307 

■ BRADY BONOS 








Argarfitaa 

03/23 

5000 

BS 

720830 

961 

- 

-009 

+2.63 

Brad 

04/24 

5250 

SB- 

70.8300 

979 

+0.02 

-0*45 

+200 

Mexico 

12/19 

8250 

BS 

820000 

704 

- 

-0.07 

+2.00 

Venezuela 

03/20 

a 750 

a+ 

880800 

908 

+008 

-005 

+2.13 


London cknag. Puses to USS. Soured htaacthe DatafFT Mbnnetai. 

Sandard & Poort 


Spain 

■ MOrnOMAL SPANISH BOND FUTURES (MEFF) 



Open 

Sett price Change 

High 

Low 

Eat wol Open ire. 

Dee 

10505 

10502 -012 

105*40 

10509 

81.988 

102283 

Mre 

10404 

10407 -0.13 

10404 

10405 

3070 

9088 

UK 







■ NOTIONAL UK GUT FUTURES (UFFEJ" ESO0OO 32nds of 100% 



Open 

Sett price Change 

High 

Low 

EsL vol 

Open inL 

Dec 

119-15 

119-05 -0-05 

119*18 

118-3T. 

15387 

64512 


120414 

118-34 *008 

120-08 

119-16 

68509 

149428 


■ LONG SIT FUTURES OPTIONS (UFFQ £50.000 64ths of lOOK 


Strike 

Price 

Jan 

Fab 

CALLS - 
Mre 

Jun 

Jan 

Feb 

PUTS — 
Mar 

Jun 

119 

i-iO 

1-38 

1-68 

0 

D-2S 

052 

1-10 

14-56 

120 

0-37 

1-00 

1-22 

0 

0-53 

1-.16 

1-38 

15-56 

121 

0-17 

0-38 

0-58 

a 

1-33 

1-54 

a-ii 

16-58 


E*l uol tcAd. Ctat 2006 Pud SCO. Prevkxa day's opon InL. Cets 30700 Pud 19601 


Ecu 

■ ECU BOND FUTURE) (MAT1F) ECU100000 

Open S ettpritt Change High Low EsL uoL Open M. 

Dec 99.68 9 956 -004 100.00 99.56 680 8.643 

Mar 88.78 90.30 -004 88.78 99.76 1 678 

US 

■ US TREASURY BOND FUTURES (C81) $100,000 32rata Of lOOTi 

Open Latest Change High LCw Erf. tcL Open bit 

06C 119-10 119-12 +0-02 1 1B-20 119-07 77,503 218.685 

M» 119-05 119-07 *0-03 119-16 118-01 2S4065 456.999 

Jui 118-31 118-28 HJ-03 118-31 118-28 1,465 1A806 

Japan 

■ NOTIONAL LONG TERM JAPMCSE GOVT. BOND FUTURES 

(HFFB YlOOm iQOtta of 100% 

Open dose Change Htfi lx* Erf. w* Opw W. 

Dec 130.88 13092 130,70 3248 rVa 

w» 12098 130.10 129.82 4445 nfe 

■ UFFE tana ate MM an APT. Al Open totrat fig*. mz 'ft predous «tay. 


IIS CORPORATE BONDS 


INTERNATIONAL BONDS 


Day's Mth’a Sped 

Red S&P Bid BM chge chga v 


DM2 

data Coupn Rating 

price 

y«d 

yw 

yid Govts 

■ UTILITIES 







r'Jj''.’ 


Pec BeB 

07/02 

725 

AA- 

1030248 

927 

_ 

+0.06 

+OA5 

NY Tel 

oa/as 

700 

A+ 

982462 

7.14 

_ 

+001 

+1.11 

CWE 

0S08 

900 

BBB 

.1098739 

982 

- 

+002 

+007 

,«.RNANCW0 





7 "V. . 



GECC 

05/D7 

975 

AAA 

1160404 

941 

-001 

+0.04 

+006 

Banc One 

08/02 

725 

A+ 

1030220 

933 

-aoi 

+009 

+001 

US Waat 

01AI7 

700 BB8+ 

1020863 

609 

-001 

- 

+1.04 

■ MDUSTTUALB 




' :• 


, - r- 


WMXTech 

04/S9 

825 

A- 

990542 

609 

+0.02 

+005 

+004 

WaJ Mart 

05/02 

are 

AA 

1010595 

623 

-0.01 

+007 

+0.41 

Dayton Hud 

06/21 

9.70 B8B+ 

129.1884 

7.12 

- 

-0.10 

+109 

IAGOCES 

7 




. .* J .. 


•• v_\- 

. ir ’ .** 

FHLMC 

04/07 

7.14 

N/A 

1060768 

914 

_ 

+003 

+029 

SLMA 

03*00 

700 

N/A 

1032709 

5.92 

-001 

+0.14 

+0.14 

FNMA 

02/18 

805 

N/A 

1280358 

6*42 

_ 

-an 

+009 

FFC8 

0MJ6 

995 

N/A 

1182811 

915 

-001 

+004 

+030 

•'•■r-.wtai.weji.,. 



.V'. .. 




;7;'' 

Stone Cent 

02/01 

908 

B 

1010750 

000 

_ 

_ 

_ 

AKStl 

12/01 

9.13 

BB- 

1032500 

000 

_ 

_ 

- 

Pacafta 

06AJ4 

10.75 

B- 

99.1250 

000 

- 

- 

- 


Nw Yarfc ctatog. Soured Xunrd . u DacVFT Mo u r te on 

Standard a Peoria Ylaldc earrt-mal boss. 




Mntrafe. 

Mortal 

todJinto 


Ff4£nk waraentfon - Owyear 


Treasury S8s and Bond YMds 

Oaa worth - Thayer 

5? Twidoafi - Three yw 

74 Uni* ra n rtti 524 Rm yes — 

ft &r me 5142 io-yes 

553 SOyas 


Day's Moil Spread 



Red 


sap 

Bht 

B*a 

enge 

due 


Dm3 

data Coupon 

Rdbng 

price 

V+3 

yw 

vw 

Qovts 

■ EURO DM 









EtB 

WQ7 

5.750 

AAA 1010000 

948 

+001 

-024 

♦006 

Spain 

01/07 

5.750 

AA 

1012200 

557 

+O01 

-022 

+015 

PMp Monts 

03/04 

5075 

A 

897900 

560 

-001 

-0.13 

♦038 

ABN Amro Fm 

0305 

3.625 

nfe 

990253 

545 

+0.02 

-0.15 

+0.13 

n BUROFffi 









Austria 

01/04 

5000 

AAA 

101*4800 

521 

+0-04 

-0.18 

+004 

Abbey Nat 

0204 

6000 

AA 

103.5000 

5J2 

+0.04 

-a 13 

+015 

Cred Fanctor 

02/0* 

a.125 

A 1170600 

5.68 

♦001 

-008 


Abbey Nat Fm 

09/06 

4010 

nto 

101.7308 

427 

+002 

-021 

-106 

* EURO LIRA 

* 








BB 

C2A17 

7000 

AAA 

1088500 

5.73 

♦001 

-030 

-008 

Abbey Nat 

02/02 

6000 

AA 

1047500 

5.49 

♦003 

-026 

.008 

Waft Dtanoy 

06100 

0625 

n/a 

1072000 

5*8 

+004 

-021 

+008 

Abbey Not FRN 

03/07 


AA t 

104.1389 

803 

♦003 

-072 

+102 

V.EUROe . 









BB 

12(07 

7025 

AAA 

1060500 

8.77 

-005 

-0.14 

+028 

OeadnerBk 

12/07 

7.750 

AA- 

1030412 

724 

♦001 

+0.08 

+0.75 

PBS 

01/07 

9375 

A+ 

1092787 

7.40 

+001 

-001 

+001 

Abbey Net FRN 

oao2 

7030 

AA 

1D0.0294 

8.75 

+001 

♦006 

-001 

•■.euro'*.;:. 


r '. • 







BB 

owr 

7250 

AAA 1080577 

624 

-am 

-0.11 

+041 

ABN Amro 

06437 

7.125 

AA- 

1030533 

606 

-O01 

-0.13 

+073 

Ouebec 

OV07 

7000 

A+ 

1030478 

80S 

-003 

-o.n 

+072 

Qtieoip FftN 

0204 

8038 

A+ 

B907B4 

800 

-003 

*008 

+0.19 

■ euTOC* 






- ■ ■ . 



Bayer L-» 

• 08/04 

8000 

AAA 

1100560 

500 

-003 

+004 

+018 

Toronto 

054)4 

8000 

AA+ 

114.6244 

5.72 

-003 

•004 

+0,10 

Bel Cwreda 

07/99 

10025 

A+ 

108.0770 

520 

-0.04 

+025 

+018 

Deutsche 8 FftN 

08/02 

5075 

AAA 

1010773 

547 

-003 

+009 

- 

■ BUROVEN' 



- 






Wtrid Bank 

asm 

5250 

AAA 

117.4000 

108 

+0.01 

-0.08 

_ 

Speln 

03/02 

9750 

AA 

1194000 

1.10 

-004 

-009 

+0.02 

Cred Fonder 

08/02 

4.750 

A 

1142022 

107 

-002 

-001 

+048 

tayf»4 

07/89 

0084 

AA 

1000873 

000 

+0.04 

+004 

-017 


Sauce: Hwactnw OaWFT Irtomatan 
Stantad & Poore rating * YMta Local mate SaMtaVAmittoad fad. 


UK BONDS 


FTSE Actuaries Govt. Securities 


Price Encases 

UK Oft* 

Wed 
Dec 3 

Day's 
change 96 

Tue 
Dec 2 

Acousd 

Internet 

xd adj. 
ytu 

■ 

1 

Up to 5 yeas (19) 

11976 

000 

11978 

105 

1039 

5 yns 

2 

5-15 years PO) 

15941 

-0.13 

15981 

105 

1108 

15 yra 

3 

Over 15 years (4) 

18908 

-034 

18973 

001 

14.12 

20 yra 

4 

frredewnables (4) 

22989 

-073 

23068 

100 

14/48 

trred.t 

5 

Afi stocks (47) 

14945 

-0.13 

149*84 

1-53 

11.88 




T*-f" r ■“ ' * 4# ' aum coupon yield - - Hgb coupon yWd- 

Deo 3 Dec 2 Yh ago Dec 3 Dec 2 Yr. ago Dec 3 Dec 2 Yr. age 


SMS 

8l51 

6.51 

6J55 


6.68 

648 

648 

650 


706 

979 

978 

7.11 

982 

602 

700 

6*46 

943 

7.47 

9S6 

952 

708 

604 

941 

7.50 

955 

951 

7.80 





7.15 

753 

757 


Index-Meed 


8 

Up to 5 years (2) 

21100 

001 

211.49 

1.06 

909 

7 

Over 5 years (10) 

21578 

-005 

21508 

1.45 

5.78 

8 

AS stocks (12) 

21425 

-004 

214.34 

101 

976 


Up to S yra 
Over 5 yra 


— inflation 6% — 
Dee 3 Dee 2 Yr. ago 


— Inflation 10% — 
Doc 3 Dec 2 Yr. ago 


3.17 3.17 3.09 
3.08 3.07 144 


2*45 2*45 2.43 
2.88 257 354 


Ansaga son radempaon ytofe ara shown rtxwe. Coupon Bands: Low: Oto-nttfc Marten BK-1<mfc Htfr 11* aid on. t HM ytod. ytd Ywr to (fa. 


Dec 3 Dec 2 Peel Hw 28 Hon 27 YTapo Htff law 


PBC3 Dec 2 Peel Nov 28 No* 27 Yrago Ugh- 


LoW 


Govt Seoa. (UK) 10028 10057 10053 10038 10007 95*41 10153 9301 Rnd internet 13257 13250 i«oa ~ 

O FTSE todriteonS LM 1087. AS rights daemon. - tor 1937. G o renn et Sacvtes bUt atee nimriialim 127,40 meum/ssL ka> m i tnmSi 13 354 115, 

compa**: 13357 CTWnXV. tow BUS fH/Oira. Bad HXfc Odtornn** tectata ibSmb £toSS1?74 *"* ’ ,no " 


UK GILTS PRICES 


— Ita— -Kates., 

Was w tod Wafc»s- Hue la* 


.va.^ 

to tod PriceE+s- 


U4 

854 


9.73 

721 

100ft 

725 

781 

100 

usr 

727 

tow 

1151 

T3 4 

I0*ft 

929 

728 

IIBft 

— 

— 

1005 

1104 

727 

106ft 

1009 

721 

l«ft 

MB 

7JB 

88i 

8JI 

7.17 

1053 


ass - (Dm v d ffn Tan) 

TwaitteMWtt 

Esh»^pc189B 

Tw7J*KTflg8tt 
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CURRENCIES AND MONEY 


Korean deal cheers Asian currencies 


MARKETS REPORT 


By Simon Kuper 

The South Korean won 
surged yesterday from 
record lows, after Korea and 
the International Monetary 
Fund agreed a $55bn pack- 
age to bail out the country’s 
economy. South east Asian 
currencies also bounced 
when the deal was 
three days after Korea had 
prematurely ann ounced it. 

Joe Prendergast, head of 
global forex research at 
Credit Suisse First Boston in 
London, said: “This is a very 
S i gnifi cant package in terms 
of its size and its substance. 
It reduces the need for a sav- 
age won deterioration and 
for a ha rs h , market-imposed 
discipline. " Currency strate- 
gists said the package would 
allow Korea’s indebted 
banks and companies at 
least to finance their 
short-term debts. 

However, they warned 
that much of the detail of 


the package was as yet 
unknown, and that it 
remained to be seen whether 
it would be fully imple- 
mented. They said Asia's 
financial crisis might not be 
over yet, given the various 
political and economic 
doubts surrounding the con- 
tinent 

The won, which had 
slumped to L290 against the 
dollar early In the day, 
jumped to 1,195 after the 
deal That was 2.7 per cent 
above late Tuesday’s levels. 

■ The news from Korea 
huoyed the yen, which 
largely shrugged off weaker 
than expected Japanese 
gross domestic product fig- 
ures for the third quarter. 
The currency closed in Lon- 
don barely changed against 

■ Pa ul In mw Taifc 

Dm 3 — Latest— - Pm. cbm - 

£SSX* 1.6845 1.6805 

1 mill 12823 1J57B1 

3mfe 1.6772 16734 

1 1f 1-6655 16521 


the dollar at Y12&6. 

The D-Mark firmed after 
the second Bundesbank 
council member m two days 
emphasised that a weaker 
currency could prompt a 
rate rise. Ernst Welteke yes- 
terday said that another rise 
in rates was not on the 
agenda, but warned that a 
strong rise in the dollar 
could change the situation. 
His colleague Reimut 
jochixnsen had said much 
the same on Tuesday. A 
strong rise in German indus- 
trial production for October 
also helped the D-Mark. 

It gained 0.7 pfennigs 
against both the dollar and 
the pound to close at 
DML768 and DM2278 respec- 
tively. But the so-called 
“major” currencies were a 
sideshow yesterday. 

■ Korea is the world's elev- 
enth largest economy, as big 
as the stricken south east 
Asian countries put 
together. But does its bailout 
package bring the end of the 


Dollar 

Against the baht (Bt per S) • 

•43——: — 
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continent’s financial crisis 
any nearer? 

Currency strategists are 
wary of saying so. partly 
because contagion has been 
so strong in Asian markets 
in recent months. No sooner 
has one country taken the 
IMF antibiotic, then another 
hits trouble and Asian 
stocks and currencies slide 
again. Asia appears to have 
more than its fair share of 


Crises, strategists say. Des- 
mond Lachman. head of 
emerging markets research 
at Salomon Brothers in New 
York, notes: “Malaysia has 
stm to come up with credible 
programmes to solve its 
problems. India is without a 
government.” Mahathir 
Mohamad, Malaysia's prime 
minister, said yesterday: “Of 
course it (the ringgit) is 
going to go even lower. It's 
what they (foreigners) want 
to do to us, make us poor 
and then ask us why don’t 
you buy these things they 
want to sell to us.” 

Mr Lachman noted that 
Malaysia and India were 
smaller players in the world 
economy than Korea, so that 
any crises there should have 


Dec 3 £ 5 

Czech Qp 566614 - 517788 346470 - 348960 
Mm 336.411 - 336695 199640 - 199 890 
tn 5D53 l2D - 505020300060 - 300080 
KUMI 06124 - 05129 03044 - 03045 

Potm 56559 - 56645 36380 • 36410 

hMfe B9B&09 - 10007 JE593&DD - 594140 
UAE 6.1830 - 6.1868 36729 - 35730 


POUND SPOT FORWARD AGAINST THE FOUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


Closing Change BkSOffier 
mu-point on day spread 


Day's ms 
Kflh low 


One month Three months One year Bank of 
ana 9iRA Brae SPA Rtee MPA Eng, tndttc 


Closing Change Bidtofler Day's odd 
ndd-point or day spread Ngn low 


Europe 

Austria 

Belgian 

Darmwrfc 

Finland 

France 

Germany 

Greece 

Intend 

Bely 

Luxembowg 

Netherlands 

Norway 

Portugal 

Spain 

Sweden 

Switzerland 

UK 

Ecu 

SORT 


(SOD 209543 
(BFr) 61.4287 
(DKr) 11.3364 
(FM) 94015 
(FFrJ 94666 
(DM) 24777 
(Di) 467.148 
(E) 1.1442 

IP 291842 
(LFr) 814287 
CR) 3.3556 
(NKr) 124391 
(Es) 304.180 
(Pis} 251.600 
(SKr) 134553 
(SFi) 2.4041 

B 

- 16020 
- 1.238384 


-00556 445-640 214588 204394 208884 
-0.1604 768 - 606 81.7420 814730 B14M2 
-04250 313 - 414 114918 114286 114004 
-0024 947-083 94470 84940 84692 

-00283 632 - 700 100169 94587 94322 
-04077 784 - 790 24835 24749 2468 

-1438 588-707 460450 460541 469.45? 
<0.0015 431 - 453 1.1455 1.1421 1.1431 

-54 691 - 033 209046 291342 291543 
-01604 768-808 817420 81 4830 814142 
-04088 540-572 34727 345Z7 3444 

-00685 313-488 12.1858 124309 11497 
-0404 005 - 354 300212 308480 300548 
-0-762 500-700 252.720 251480 25106 
-00448 472-634 13.1138 134274 134199 

-00058 025-057 24138 24005 24921 

-00037 010 - 029 14088 14005 14979 


32 

20.7589 

3.7 

202396 

34 

1025 

Austria 

(Sett) 

12A439 

42 

602295 

32 

592783 

35 

1022 

EMghan 

(BFf) 

384800 

' 32 

112348 

32 

102722 

32 

1042 

Darvnartt 

(WO) 

6.7322 

42 

82134 

32 

B2B29 

3» 

802 

PLdwwl 

mono 

(FM) 

52457 

4.1 

02694 

32 

92127 

32 

105.4 

Fnnct 

(FFr) 

52188 

32 

22483 

32 

22733 

32 

mi 

Germany 

(DM) 

1.7684 

-52 

474237 


491255 

-52 

652 

Greece 

Pfl 

277420 

12 

1.14 

12 

1.1175 

22 

962 

Ireland 

(K3 

1A717 

1j« 

29072 

12 

285954 

22 

752 

Italy 

U 

173325 

42 

802296 

32 

592783 

35 

1022 

Luxamboreg 

CLFr) 

364800 

4.1 

32232 

32 

32371 

32 

1012 

Nettwrtancb 

n 

-12828 

42 

11234 

32 

11.643 

32 

992 

Nanny 

(NKr) 

7.1495 

22 

302.185 

22 

295242 

22 

912 

Portugal 

(ES) 

180240 

22 

2482 

2.7 

24420 

32 

762 

Spain 

(Pta) 

149^15 

32 

122611 

22 

12-7466 

22 

852 

Sweden 

(SKr) 

7.7330 

62 

22694 

52 

£2712 

52 

1082 

Switzerland 

(SR) 

1.4277 

- 

- 

- 

- 

- 

1052 

UK 

n 

12839 

22 

14904 

3.1 

14572 

3.0 

- 

Ecu 


1.1212 


Aigenttne (Peso) 14638 <0.0015 831 - 841 14B45 1.6795 - - - 

Brazl (RS) 14693 400035 688-699 14705 14634 - - - - - 

Canada (IDS) 24875 -0.0045 684 - 888 24890 25832 24801 3.7 25671 3/4 24174 25 830 

Mexico (New Peso) 13.6943 -00224 880-028 13.7142 13.6433 134422 -130 14.1213 -124 155976 -11.7 

USA (5) 14839 <00016 834 - 844 14852 14798 14818 14 14786 1.7 14551 1.7 1074 

PacHcflURddla EaaVAbfca 


SDRt 

Amartoss 

Argentina 

Bred 

Canada 


(Peso) 00998 -00001 998 - 998 00999 00997 

(RS) 1.1101 <0001 100-101 1.1105 1.1098 


AuEtraSa 

(AS) 

£4908 

<02124 884 - 932 

2/4996 

£4724 

£4853 

£8 

£4748 

2 jB 

£4321 

24 

87.1 

Hang Kong 

(HKS) 

132287 

<02099 219 - 314 

132319 

122991 

1323 

-02 

13.1045 

-2 A 

134413 

-32 

- 

India 

(Fte) 

66.1268 

<02712 735 - B01 

66.7700 

65.0840 

- 

- 

- 

- 

- 

- 

- 

tanwl 

(ShW 

52374 

<02001 288-459 

52460 

52251 

- 

■ 

. 

- 

- 

- 

- 

Japan 

m 

216.609 

<0.122 502 - 715 

217230 215.730 215209 

72 

21 £589 

7/4 

221229 

7.1 

1192 

Moteynia 

(MS) 

B.1602 

<0.1077 503 - 700 

6.1821 

62557 

6.156 

02 

8.1629 

-02 

62783 

-12 

. 

New Zealand 

(NZS) 

27827 

<02123 802 - 851 

£7872 

£7634 

£7818 

04 

£782 

0.1 

£7818 

02 

1042 

PtteppkM 

(Peso) 

592154 

<02507 715 - 593 

592689 

58J7B6 

60274 

-152 

61.4163 

-142 

662386 

-122 

- 

Saudi Arabia 

(SR) 

62156 

<02054 136 - 175 

621 96 

62003 

62091 

12 

6294 

14 

62227 

12 

- 


USA (55 

PacOcMddle EeatMMce 
Auabaia ms i 4J 


Pa) 392700 <0005 500 - 900 394900 39.1400 
(Stt) 34260 -00033 219 - 300 34305 34200 


Singapore (53) 2-71 57 <00072 138 - 178 2.7203 27008 272 -14 27208 -07 27033 04 

South Africa (R) a 1855 <00095 905-904 8.1977 8.1720 82467 -90 84483 -80 &7515 -64 

South Korea (Won) 201543 -5023 188 - 960 2168.10 200218 - - - ... 

Taiwan (TS) 542645 <00582 406 - 882 542SQ2 54.1400 542094 12 540844 14 534234 14 

Thatend (Bt) 71.6079 <1406 803 - 554 714270 694300 720906 -8.1 724887 -44 74438 -44 

t Mas lor Dual. Bkifottor spreads In tia ftuid Soot tat* show only tn Iwi On* redraw ptocas. Storing kxMw crioAtsd by 9w Bank of EngkntL Been 
■mge 1B9S > too. kaw iMBM U2AS. BU. othr, (ltd epot lew BM fSMWd IMW ki boh Hi md Ow Dokr at* on <f«M tam HE WIMSilERS 
CL06HQ SPOT and FOHWAflD RATE aarvcaa. Soma natal an nutted by die F.T. 

Pw ncnanga mn prtred to the taMa we «ko avatotte on the fcaarmt at MBcffWamATjaem 


Singapore (S S) 1.5123 <00028 120-135 14170 1.8072 14176 -34 1.G228 -25 1.6333 -14 

South Africa (R) 44810 <0001 595 - 62S 44890 44585 4004 -104 44792 -9.7 5297S -84 

South Korea (Won) 119700 -31 500 - 900 129000 119000 - - ... 

Taiwan (IS) 322255 <0004 210-300 322450 322000 322365 -04 32258 -04 32338 -00 • 

Thafcnd (Bt) 424250 <0795 500 ■ 000 429500 414500 4287 -9.7 43435 -6.7 45275 -84 - 

t SDR <we perl tor Dec 1. BWWtor spread* h ew Doaw Spm ttfte ahow only th# hat three decanal ptaces. UK, Intend & ECU are rented bi 
US currency, ip. Macgun nominal (ndoao Dae 1: Bare avecaga iWtWlQEk 
th* ancnanga ndaapreilad mate latte are also BMWel te on BiaHamat at hHit / Awn* IT .aoai 


22 

122814 

2.0 

122284 

1.7 1032 

£6 

36291 

22 

35215 

IB 

10-2 

£2 

6.7008 

12 

66292 

15 1017 

£7 

5.3164 

£2 

52522 

1.7 

802 

2.5 

S.B8E& 

22 

52079 

12 

1052 

£3 

1.7591 

2.1 

1.736 

19 

10£8 

-7J6 

28327 

-84 

297.17 

-7.1 

655 

04 

1.4707 

02 

1.4812 

-05 

. 

-02 

173696 

-02 

172225 

05 

757 

£6 

36261 

22 

35915 

19 1022 

£5 

12821 

£1 

19558 

12 1012 

22 

7.1119 

£1 

7 0345 

1.6 

985 

02 

180222 

09 

17828 

19 

92.1 

09 

149.05 

12 

147475 

19 

765 

12 

7.7305 

12 

7.7025 

07 

85.0 

4.4 

1.4131 

4.1 

12722 

32 1089 

12 

12766 

1.7 

1.6551 

1.7 1DS.1 

-1.7 

1.1251 

-1.4 

1.1359 

-12 

- 

2.1 

14110 

1.7 

1.4002 

19 

022 

-142 

84225 

-142 

9242 

-13.8 

- 

- 

- 

- 

• 

- 

1082 

02 

1.4758 

09 

14651 

12 

882 

-12 

7216 

-4.1 

8.121 

-52 

■ 

61 

126.795 

5.7 

121275 

55 1205 

-02 

32756 

-12 

£7933 

-3.7 


-22 

1261 

-£1 

15798 

-1.7 


-172 

36231 

-mo 

402615 

-142 


-04 

3.754 

-04 

3.7597 

-02 


-32 

1.6228 

-22 

1.6333 

-19 


-me 

42782 

-9.7 

52875 

-99 


-04 

32258 

-04 

32238 

-03 

. 

-9.7 

43235 

-6.7 

45275 

-65 

- 


WORLD INTEREST RATES 


MONEY RATES 


limited global impact. But 
there were other problems. 
Some strategists predict that 
China will rattle Asian mar , 
kets by devaluing, since so 
many of Its neighbours have. 

And Korea itself faces 
presidential elections in a 
fortnight Mr Lachman says 
there is still a worry that the 
winning candidate might try 
reneging on parts of the IMF 
package. Kim Dae-jung, the 
centre-left opposition leader, 
yesterday said he would 
refuse to sign any guarantee 
with the IMF because "it vio- 
lated national pride," but he 
did signal general compli- 
ance with the measures. 

Rob Hayward, senior econ- 
omist at Bank of America in 
London, said that if the IMF 
package prompted large cor- 
porate bankruptcies in 
Korea, the won could suffer 
on a day-to-day basis. 

Mr i -anhwiaw summed up: 
"The Korean news is cer- 
tainly positive, but whether 
Asia has turned a corner 
remains to be seen." 
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Interbank FUtg 
US DoBar CDs 
ECU LMred Da 
SOT Linked Da 


c 5 ; 5; 6i 

5.25 5.45 543 5.67 

a* 4i 4*J 4i 

K' 3 : * K j; 


% LSOfl In rer ea nk bong tan ara oHerao ran ft* 510m qucnl t> itm rifM tx, ku 
reference tanka ta Horn each malmg dar Tho banka are. Ea*m Inc: Bare ft T»t>3 
Mnuboiu. SareUp and NteiW Wtatumotor 

Ud rates mt ibonn lor me daneac Mann Rnos. uSS CPs. ECU 8 SOR Lrwu Docosd) ,CM 

EURO CURRENCY INTEREST RATES 

Dae 3 Shod ? days One Unco O# 

nww notice month irxxitfis maitfc ynar 

Belgian Franc 3 13 - 3,1 3)1 - 3,1 31? - 3,i 3(1 ■ 3\ 3JJ - j." - <,’j 

Oanofl Krane - 3i| ■ 3?i 32 8 - 3iJ 4/, 3Ji 4,' u 4,i j., ■ 4|i 

German Mart 34 • 3^e 3|f - 3,1 3ii - 3 s * 3jj - 3ii Al? - J,’- - 4,'. 

Duicb Guider 3% - 3,1 311-3^ 3% - 3 1 ? 3\ ■ 3>a i 7 j • Ja 4^-4,*. 

French Franc 3,1 - 3A 34* - 3>2 3,1 - 3,1 3ji - 3,1 3\i 3» 4^ TJ; 

Portugirese Esc 5,1 - 4|I 5i - 5,1 sij - Si 5& -5,1 i - 4j; 4’ ; - 4^ 

Spanoh Pecau 5 *j ■ 5 5,1 - 5 5,1 - Si *($ - 4" r 4(J • 4 1 4^ • 4 V? 

Starting 6% - 0* 7=i N< 7,1 - 7,1 ?'* - 7k r” 7): - ?:i 

Swbs Five 1 *b - ^ 1^-1 ij} - 1© l‘,J - 1,1 - i‘l • l£ 

Canatun Oooar 3tt - 3** 4,1 - 3)2 4,1 - 3i* 47, - 3)) 4^ - 41 - 4,1 

US Deter 658 - 5 1 : 5*-8 - yj G - 5!J - all 5i: • tlj 6.1 5” 

Baton bra 6»< - £A, C* ■ 6,1 Dft 6,1 6,1 - HJ 5Ii i.;j 5*; 5,^. 

Jaaonese Yen U ■ ,1 - ,1 1 ■ ,1 l» - i ,L ,1 !« 

Assn SSng Cm^i - 4% - E 6'< - C li'» ■ 0 ■ f 

Short teem rates are cal In (he U& Data and Yen. sthrm. W iln.- ft.iji 
■ THMSE MOtmi PUBOR PUTURXS lUATSTFarc fritatur* .jl r 



Open 

Sen puce Change 

High 

Low 

E .r vcl 

Ojvf mi 

Dec 

90 30 

96.28 

-0.01 

9030 

0027 

8.14)1 

4<(.7tf9 

Mar 

96.08 

0626 

-0(£? 

OCM 

9U0*i 


*'•'/ w? 

Jun 

9596 

06.83 

-0.03 

9587 

05 83 

8,194 

n.4n.' 


■ THREE MOHTM EUHOMAIOC FUTUWtS (Llf FEi- DMlm poms al IQ]' . 


Oaa month Una n wa t ha One yam JP Morgan 
Rata %PA Rate WA Rata %PA index 



Open 

Sattpnca Change 

High 

Lew 

E-J .iJ 

OliD'i <n{ 

Dec 

9020 

9620 


96 22 

9b 19 

A.T.J 


Mar 

9607 

9626 

-001 

96 08 

H6 04 

385‘A 


Jin 

95 85 

35 85 

-001 

9587 

9582 

454 cm 


Sep 

SS 68 

05.67 

-002 

95 70 

95.65 

: 433.1 

2VJJ51 

■ OH MOHIH KlfROMARK niTUMBI (LIFFEl* 

DM3m pomtn of 11*3'- 


Open 

Settprca Change 

Ffran 

Low 

EsL IPl 

Opan m». 

Doc 


9621 




0 

(J73 

Jan 

96.31 

9631 

■0.02 

9621 

96 31 

33 

\XQ 

Feb 

9622 

9622 

-0.02 

K22 

0622 

33 

IK) 

Mar 


96.12 

■0 0? 



0 

U\1 

■ netm month buroura futums <uffe) 

' LICKKtm points ot 109 ’•> 


Open 

Sett price Change 

rtflh 

Low 

m 

£ 

a 

Opt-K 4W 

Dec 

9398 

9326 

-0 03 

93 99 

93.94 

11642 

HTvMW 

Mar 

94 75 

94.71 

-0 04 

M7G 

94 69 

15353 

124132 

Jun 

9525 

9520 

•0.05 

9525 

95.19 

C37C- 

12t-M54 

Sep 

9599 

95.36 

-0.03 

95.39 

9524 

8283 

70497 

■ -mass MONTH GMO SWISS PMKC fVTURRI BJFFE) SFrlm pants cri 100 ■, 


Opan 

Sett price Change 

High 

Low 

Est vol 

Open int 

Dec 

9910 

98.15 

- 

9818 

98.05 

3346 

55520 

Mar 

99.14 

98.16 

- 

98.18 

9907 

9191 

5041S 

Jui 

97.97 

9729 

- 

9a 00 

97 69 

2049 

33534 

Sep 

97.77 

9722 

- 

97.83 

97 74 

478 

16986 



Open 

Sett price Change 

High 

Law 

Est ud 

Open int 

Dec 

99.16 

99.17 

99.16 

9915 

1000 

na 

Mar 

99.33 

99.33 

<aoi 

09 33 

99.33 

550 

n-a 

Jun 

99.36 

9926 

<0.03 

99.36 

99 36 

200 

na 


TWIBE MOIIT1I ECU FUTURES (UFFE) Ecu 1m points ot IQOSi 



Open 

Sett price Change 

Hkjh 

Law 

EsL vol Open mt 

Dae 

95.43 

95.45 

. 

95.45 

9543 

322 

8S06 

Mar 

95.39 

8528 

■0.02 

95.40 

9527 

236 

7106 

Jun 

95.34 

9524 

-0.02 

95.34 

95.34 

223 

S234 

Sep 

9520 

9520 

-0.02 

95.30 

9528 

395 

7579 


1 LFFE fenum tteo sated on APT 

■ EUWOUHA OPTIOIIS (UFEE) LIDOOm points d 100% 


Dec 

- CALLS - 
Mar 

Jun 

Dec 

— PUTS - 
Mar 

Jun 

023 

068 

146 

0.02 

002 

0.01 

0.05 

0.75 

122 

009 

0.0-1 

0.02 

OOl 

023 

099 

030 

0.07 

0.04 


Eat. woi. total. Cal!) 1841 Pure 1011. Prawora ctnrt. open nt. Cato 737733 nuts 140376 




CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 


3 

BFr 

DKr 

FFr 

DM 

K 

L 

H 

(BFrJ 

too 

1045 

1022 

4248 

1263 

4751 

5.483 

(DKr) 

54.19 

10 

8.7B2 

2227 

1209 

2575 

£960 

(FFr) 

81.88 

1127 

10 

2288 

1.148 

2928 

£367 

ODM) 

20.63 

3.B07 

3247 

1 

0284 

9801 

1.127 

(K) 

5£69 

9.908 

8.711 

2203 

1 

2551 

£933 

OJ 

2.105 

0288 

0341 

0.102 

0039 

100 

0115 

(R) 

18.31 

3278 

£970 

0887 

0341 

888.8 

1 

(NKr) 

51.02 

9>M8 

8279 

£473 

0250 

2424 

£7B7 


2019 

£727 

3277 

0279 

0378 

9592 

1.103 

(Pta) 

24j42 

4206 

3261 

1.184 

0485 

1180 

1-334 

(SKr) 

47.05 

8283 

7.634 

2281 

0878 

2236 

£570 

(SFr) 

2525 

4.715 

4.146 

1239 

0478 

1214 

1296 

(El 

61.43 

1124 

9267 

2278 

1.144 

2919 

3258 

(C si 

25.73 

4.748 

4.174 

1247 

0479 

1222 

1-406 

n 

36.48 

6.732 

5219 

1.788 

0278 

1733 

1-083 

(Y) 

2036 

0234 

4.801 

1275 

0528 

1347 

1249 


4080 

7248 

6236 

1283 

0782 

1943 

£234 


Pta SKr SR- 


£ 

CS 

$ 

V 

Eon 

1228 

£887 

£741 

3522 

£445 

0282 

£108 

1485 

191.1 

1225 

1.003 

£396 

1290 

2173 

1207 

0236 

dUp; 

■0265 

72.74 

0204 

0274 

£087 

1.472 

1803 

1213 

0004 

0282 

0058 

7422 

0251 

0298 

0712 

0202 

6425 

0448 

OB31 

1-963 

1289 

1703 

1248 

0229 

0785 

0554 

7121 

0494 

0397 

0949 

0269 

6829 

0297 

0.788 

1220 

1290 

1653 

1.150 

0.418 

0993 

0700 

9010 

0825 

1 

£388 

1.684 

216.0 

1202 

0419 

1 

0705 

9072 

0629 

0294 

1418 

1' 

128.6 

0892 

0.482 

1.102 

0777 

100 

0293 

0688 

1.500 

1.121 

1442 

1 


All Futures, Options 
& Margined Forex 

Contact: James Allan 

TetOI7( 5J73W fgl 

Fan: 0171 .137 W7 §£] 

Web Site tnipJ/aw.gni lhuI 
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donah Kroner, French Franc. Nampat Knew, and S**S* Nronpr par ilk Brijan Franc. Yen, Eacudo. Lta arai PbbWb pv ICO. 
■ P MARK RITUW8 (tMM) DM 125.000 par DM ■ JtMIHWI F 


\ (MM) Yen 124m per Yen 1QQ 



Open 

Lataat 

Change 

High 

Law 

Est vol 

Open tat. 


Open 

Latest 

Change 

High 

Low 

Cat vol Open W. 

Dec 

02631 

0.5648 

<0.0020 

026S3 

06825 

17.669 

68371 

Dec 

077B6 

07780 

<00012 

07805 

07788 

20290 

132201 

Mar 

02665 

05678 

<00021 

02685 

05656 

2228 

9283 

Mar 

07913 

0.7897 

<00015 

07913 

0.7888 

2298 

9260 

Jun 

- 

05690 

<02008 

0.5700 

- 

1 

4.109 

Jun 

- 

08010 

<02018 

- 

- 

53 

1287 

■ SWISS FRAHC nmiRBS (1MM) SFr 125,000 per SR 



■ STEftLEHQ FVTUHES (tMM) C6£500 pw C 




Dec 

06888 

08960 

-O0OO1 

0.7008 

0.6977 

12263 

43339 

Dec 

12800 

1.6820 

-00022 

12828 

127B8 

4,712 

52237 

Mar 

- 0.7055 

07061 

-oaooi 

07078 

0.7060 

£509 

7222 

Mar 

12736 

12740 

-00028 

1.8758 

1.6718 

818 

£763 

Jun 


07135 

<00001 

07135 

- 

4 

1293. 

Jun 

- 

12670 

-00022 

1.B870 

— 

1202 

1248 
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REAL-TIME ELECTRONIC 

FOREX DEALING 1 

• mCC i.-c. chi." 

l*j jr.d n‘ ;v.‘ 






i .v. i . a rTrrc-.,TJr--^n < 

it 


Tel: -44 171 

c-S 5 vJC'T 




UK INTEREST RATES 


LONDON MONEY RATES 

Dm 3 Over- 7 days One Three Stu One 

night notice month montha months year 

Interbank Stertfig 7A - 5 7% - 7^ 7ft - 7|1 - 7ft ^ - 7ft 

Sterfng CDs - - 7* - 7* 7ft - 7«a 7fl - 7JJ 7* - 7ft 

Treasury BOs - - 7le - 7^ 7% - 7,1 

Benk Bris - -7^-71* 7,1 - 7* 7% • 7jl ■ 

Local authority dape. T 1 ® - 7 7ie - 7 1 * 7A - 7A 7jj - 7lg .7t( - 7fi 7ft ■ T\ 
Discount Merter daps 7>e - I 1 * 7^ - 7 - - * 

UK clearing bank base lending rate 7V per earn torn Nw 6, 1997 

Up to i 1-3 M 59 0-12 

month month morthg rmflia munltw 

Certs o» Tax dep. plOftOOO) 2*2 ^ 3 5 4^ 

Carts or Tax tep. uMarGimoOD Is 2*ape- Dapotea wkhrtwwi fc* reah lUp*. 

Are, tenter rare cl rteccurtf on Wtw 88. 7.1330pc. EtXM> jted rare gap. & pgw f^r ica. ktete 

up day Nw 29 1997. Iteaad rata tor pwied Dec 2*. 1997 to ten 2&1BBB. Sche me Ba8 4po. 
Mran row lor ptebtf No* 1. 1987 la Nov 2& 1987. Schamaa W 8 V Won*. Ftaarara 
Houao Bass Rare 7lzpc tram Dre 1. 1997 

■ WWI MOKIH ITTOLBiQ HITURB9 (UfflEp ESOO.ODO points of 10096 

Open Sett price Change »gh Low Esl vol Open int 
Dec 9228 9228 - 9229 9227 15461 155799 

Mar 9224 -041 9224 8221 14193 123619 

Jun 9227 922fi -0.01 92.28 9225 6682 107567 

Sea 9227 9237 - 9239 9236 4705 82885 

Deo 9254 0254 - 9258 9252 2483 74481 

A&o (rack'd on APT. Al Open Interest figs, are for pnmoui day. 


EMS EUROPEAN CURRENCY UNIT RATES 

Dec 3 Ecu con. Rata Change % <A torn % op 


Ireland 0.798709 

Itdy 1906.48 

Speln 183.823 

Finland 5.85424 

Portugal 197.398 

Franoe 645883 

Denmark 744555 

Germany 142573 

Brrigkwn 38.7191 

Nethertanda 218979 

Austria 125485 


TENFORE 


For moro info and FREE dfmo dux taD: 

+44 {0)171 405 1004 


conE.-as; ct 
EquMits. Currcnsiss, 
Derivatives, Scr.is. 
Cs.n-Cu/iies 
and News 


NON ERM M04BERS 


UK 0.7931 ( 

Ecu cwwal area bm by tfw Ewvaon CobbImIm. Cumnda* an to dm»Ang idaha WnncKh. 
PMmar dange are to Ecu: a poedw dwnga denores a week curancyHhregenoa teona die mo 
between (wo aerates: Dm pwowdaga tSBaanea ureaan ft* aemd mortal end Ecu carriaf ate# bra 
una, and Hm maxlnum panrwad pwcaraaoB dnMkai at Bin curmcyte rnadwi naa tarn as Ecu 
central tea. 17/B/B2 Stwliq arepandad Irani ERU. MkeoaM catateaa by the FkwneH TmK. 

Stria ..re CALLS — purs 

Price Deo Jen Feb Dec Jan Feb 

1.870 1^3. 2«5 296 047 1^3 241 

1480 091 1.B2 251 040 210 286 

1jB90 051 148 207 1.46 2.63 3-44 

Pimtaui day^ ml Crib 20 Pure IDS . Pre*. dtiris apan m. Ote 32.170 Pure S6.73G 

■ PlteJUriCUfflA MR IHHMUS OPIKMH DM62JS00 {8 per DM) 


Rata 

against Ecu 

Change 
on day 

% </-ftwn 
can. rate 

K spread 

V weakest 

0.759571 

<0.001499 

-430 

626 

193827 

<013 

128 

127 

187.163 

-0.134 

£04 

072 

538081 

-020469 

2.16 

029 

202-120 

-0026 

£39 

037 

622229 

-020178 

£53 

023 

7.53201 

-00021 

224 

022 

137852 

-000082 

£74 

023 

402191 

-02165 

£78 

021 

222955 

-020096 

£75 

021 

133234 

-0.0083 

£77 

020 

310374 

-0041 

£12 

-223 

0664394 

<0201373 

-1623 

22.68 


Hen it no Cqfel Gm Tw an wr brand red amaortcc! ^atod 

Uteg B» 7 30a.- 9.15^1 tore qre l »Jtei 48 Ire 

I For cwranl priew ’Uricri Goanl 4 page M9 

For brochure aid cp p fa c te o km eri 0I71-5S0 9500 


For a 

Great Spread 
of Bets 


u SfKmrava«JKttOimOilt(MFFE)ES00.000po(ntBof100W 

Strike CALLS — PUT& 

Pric Dec Mar Jun Dee Mar Jun 

9225 0.07 0.13 024 (L04 0.18 023 

9250 0.01 OXQ 012 023 081 036 

9275 0 • 001 005 0.47 054 054 

E*L vet fc»L Cate nee Pure 1115 rtote u* «a*k open fed, Oala 238809 Pure 235S73 


Strike 

Price 

Dec 

- CALLS - 
Jan 

Feb 

Dec 

- PUTS - 
Jen 

Frib 

0260 

021 

098 

127 

tv 9? 

027 

078 

026S 

025 

0.71 

120 

045 

021 

122 

0570 

Oil 

020 

ore 

ore 

1.11 

120 


Petrcleuni Argus European Natural Gas Repo-1 

Comprehensive ass/ repoh co'. S’inc the UK and European 

gas markets Petroleum Argus 

Free:r:al ;44 171 1 3593792. E.T. 21 .: sal-i-T peirc'sjinarcLij-ccm 


TV JT GIUDK TO WORLD CDKBENCS5, pd&bed in Moaiiiy’t 
mi nqwdagpw3Pcanredo.il now a r Jrt lc by a^gteMuakii 
■sites fitm Ac Iqpid orhaato of yaarflaaadaae. OBI 4S7 B9L 
Cabaedarpd ■ 39ptabdiiapa(eiad4SpAaiaaiO etetiacL Forrendea 
catitelteiaCplBirelrfcpb»B<tel71O3'O7i&rdctea»ia]Ck T ackiuaid0Ml 


neat Time A?tra £99/mthl 

lluturcs andlorex ([om Avwillllll 


Plus MR about Our Market dHWW containing 149 technlcai 
analytic, data and reality programs for |iaBC34JS0 tact POP 


Coll 0181-730 1660 for free details of both offers 


Piwraua day's vcL Ctea 53S Pure 90S . Re*, tofu opan mu Can lOSKPUis 322*9 


: —OKIR PmOOOUJUtQMM) Sim pebds af 1CKH6 



BASE LENDING RATES 


Open 

Lataat 

Change 

High 

Low 

Eat vol 

Open InL 

94.10 

9420 

<021 

84.10 

0429 

33208 

388225 

9429 

94.08 

-002 

94.09 

9427 

39310 

411.808 

94.14 

94.14 

- 

94.14 

94.13 

4£987 

46£773 


AdamaCampeny 725 
ABed Irish Bonk (G8) 7J2S 
•Henry Ancfaacner 725 
Banco BBxn Vtzcaya 725 
Bnrftol Cyprus 725 

Banket Inland 725 

Bank of Me 725 

BarketSeodand 725 
Batteys Sank 72S 
at Ok re Mid Ead 725 
•areu 94 by 6 Co III 725 
CWtelkNA 725 

QydatcWa Bonk 725 
Tha c+dporewe Bank725 
Carets s Co 725 

CypiuiPppreerBaiei 725 
Duncan leowle 725 


ExMorTiuaUmM 825 
FkwcU 80m Bate 600 
•Robert FtemUfl 8 Co72S 
•Gurams Mohon 725 
Ha&to Bate AS Zurich 725 
•HarafaroeBmk 725 
HariteM 8 Ban kw Bk.725 
C. htoereSCo . 725 

Hongkong 4 Shanghai 725 
brew* Bat* (1*1 12*726 
Jutan Hodge Bank 725 
•LaapMJeHph&SaNi72S 
UaydsBer* 723 

MkMrdBank 725 
NatWtetnanaier 735 
•Ftea Brothers 7JX> 
RoyriBkolScaBand 725 
Scottish VWmn Bank 725 


■ 6 * 0*8 Fnadfemder 72S 
•Grekh&Mtarnaon 725 
SunBanMnoCorpUd 725 
TSB 725 

Untied Bmk oi KuwalL 728 
Utey Trust Ba* Ft 72S 
WMBswey LaUew 725 
Yotkshbe Bnte 72S 


■ US TMABURV'BBJL FUTUMSflMM) Simper 10096 


H* LOSXLMJ- Seminar will draw yoc bow tee mattes REALLY ansfc. Tic 
ana riag nadiofi teehniqtief of the tejeodwy W.D, Gann can rscrtaje jura 
proGnand conom your losei. How7Hbi , i die teen, aare recrer uwy'Hwid. 
BOOK voux FB£B rua Pbone 0141 474 H8 B ' 


Dec 9422. 9425 <003 9455 9422 1.124 51815 

Mv 9623 65.04 <002 9524 9523 451 0277 

dial - 06.00 <003 0620 - 84 882 

M Open Mama flgs. am lor pradoua day 
■ HTOPMAHK OPTKHIg (UFFE) DMim poUtti ot 100% 


Aacodafon 

m wd m k i Wia don 


S&lke 



CALLS - 



— 

PUIS — 


Mce 

Dec Jan 

Feb 

Mar 

Dec 

Jan 

Feb 

Mar 

9600 

021 

012 

014 

Cu 6 

OOi 

008 

008 

0.10 

9625 

OOi 

022 

004 

025 

0128 

021 

023 

024 

9660 

0 

0 

OOI 

021 

030 

044 

045 

045 

967S 

0 

0 

0 

0 . 

OS5 

069 

089 

069 

Eel ml total. CUE 13710 Pub TZOBC. PlwfcxB dWt opan «- Cate 407321 Ma 383001 

■ BDRD SWISS nUUK OPnOM (UFFE) SFr 1m pclncs oi 100% 


Strike 

— 


CAULS - 




POTS — 


Price 


Dec 

Mar 

Jun 

Dec 


Mar 

Jun 

9633 


023 

Oil 

Oil 

013 


020 

037 

9680 


021 

0.04 

025 



026 

0-58 


From Data Broadcasting Corporation 

TKnwrH't WocJng prwidar of reoifiinr maid data to flra indreidud inwwtar | 

REAL-TIME DAIA ON YOUR PC 

eqaitin + futures * options + derreatinec * bonds ♦ comaadUes 

Ml 1HE AMB8CANS<FQKEX<ISE< EUROPEANS <hCW5 <0^2 15 


mxc 


www.dbceuro.com Td +44 171 793 3100 


FUTURES 
OPTIONS 
& FOREX 

PRIVATE CLIENTS 
WELCOME 


!ERKF.T.EV FUTURES I.TMTTF.TI 

38 DOVER STREET. LONDON WIX 3RB H 
TEL-9171 829 1133 FAX; 0IT1 4950022 S! 

hllp^/mrw.bn^o.nk ' 



MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 
24 HOURS pi 

hS^//vivnv.ua:«*rcara II 
FM 0171 522 3317 5*4 



Fast Fills. 

Low Rates. 
Quality Service. 

* 5-*25 

Paeres £ Optiow. mud-tarn 

Institutional service 
for private clients. 

0800-262472 

Lll'tD-VYALDOCK & COMPANY 

M:i ri„M-.c)l St. • l.unttun M IV il l* 

tacOITl-SG-liLi 
www.lmd lraldocL cum 

CrnWhSTi 


MINI S&P 

500* 

FUTURES 

& 

OPTIONS 


Berkeley rtures lmte H 

RJS A fREE MINI Si nUUUKC KIT ANTI DFUHA H 
OK OiTR BW«UWASERVRRmsiL-n\TA(T 
T= 9M4 171 S29 1133 F:0»U 171 495 MS k^ : «xhIUtu4 

Wn’hDnw.-ni.k.aima'. 


mini 

REUTERS 


Freephone 
Fi/runes PAGSt 


iTTiTiI: •lifil' 


phiups BT? 1 



FUTURES 

I7H INDEX 

FINANCIAL 


...how would you like a 

90% EDGE 

tnubnp up moves, down moves. & 
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COMMODITIES AND AGRICULTURE 


Gold drops on reports of Argentine sales 


MARKETS REPORT 


By Kenneth Gooding, 
Mining Correspondent 


Hie price of gold plunged to a 
fresh 12‘4-year low yesterday after 
Argentina's central bank revealed 
that it had sold all its gold 
reserves during the first half of 
this year. 

The bank said it had sold 4.013m 
ounces, or 124.4 tonnes, at an 
average of 8370 an ounce and for a 
total of SL46bn. This was invested 
in US Treasury bonds. 


Echoing the views of other cen- 
tral banks that complain gold is 
an unproductive asset. Argen- 
tine's bank pointed out the bonds 
would yield an average of 5 per 
cent and were expected to bring in 
$81m a year. 

The bank said it also planned to 
sell some of its gold coin holdings 
in the near future, leaving it with 
only 50,000. kept because of their 
historic significance. 

Dealers said the downward pres- 
sure on prices was Intensified yes- 
terday because the Australian dol- 
lar fell to a four-year low against 


the US currency and tins had 
encouraged Australian producers 
to sen gold forward. 

Some of the US investment 
ftn«is that have made a killing 
from the bear sentiment by selling 
short - selling gold they do not 
own in the expectation they can 
buy it at a lower price before they 
have to deliver - took some prof- 
its later yesterday and the price 
recovered to close in London at 
$292.75 an ounce, down $1.70 from 
Tuesday’s close. 

Worries about central bank 
sales have been driving down the 


gold price for mane than a year. 
The fall became p re cipit o us after 
Australia's central bank revealed 
in July it had sold 167 tonnes, 
roughly two-thirds of its reserves. 

In September the Gold Fields 
Mineral Services consultancy said 
there were indications in the mar- 
ket that a central bank had sold 
about 200 tonnes over some weeks 
in the first half of iHc year. It 
suggested then it was probably a 
European hank. 

However. Stewart Murray. 
GFMS managing director, said 
yesterday that the Argentine sale 


was almost certainly the one they 
had got wind of. He was now very 
satisfied about the accuracy of 
GFMS's estimate that central 
bank and other official sales 
totalled 220 tonnes net in the first 
half. In September GFMS indi- 
cated that central bank gold 
transactions totalled 766 tonnes in 
the first half, consisting of 493 
tonnes of sales and 273 tonnes of 
purchases. 

Gold is now nearly 20 per cent 
below its highest level this year of 
$360 an ounce. Traders suggest 
that US ftmds now are targeting 


y>re . a level Inst reached in Febru 
ary 1985 Ut the London "fix." Gold 
traded as k»u- as S283-50 an ounce 
on that day. 

On the London Metal Exchange 
prices come under renewed pres- 
sure from banks and investment 

f unds Copper closed near 
month lows, zinc Tell to 
Ktti-moath low and nickel at one 
point was at its lowest for four 
years. Traders said the downward 

trend reflected the fact that stocks 

were rising while demand pros- 
pects were weakening because of 
slowing economic growth in Asia. 


Sights lowered for 
base metal prices 


Asian economic 

fuels metal 


A sia's financial tur- 
moil has prompted 
analysts to cut 1998 
price forecasts for base met- 
als - for some, substantially. 

While it is too early to teQ 
how badly slowing growth in 
Asia will affect global eco- 
nomic activity, analysts 
studying those metals traded 
on the London Metal 
Fbrp.hangp can be pretty sure 
of falling prices. 

In the past 10 years the 
region - excluding Japan - 
has become increasingly 
important to the traded met- 
als business. For example, 
its share of global copper 
demand has risen from 7 per 
cent to 20 per cent, while 
aluminium’s share has more 
than doubled from 7 per cent 
to 16 per cent. 

Developing countries 
absorb huge tonnages of 
metal as they build the infra- 
structure to support new 
industries. A substantial 
quantity of the metal Asia 
imports is also converted 
into goods for export, such 
as cars, television sets and 
computers. So analysing the 
impact of the present tur- 
moil is difficult. 

“We believe it will be 
many months before we 
have a firm handle on the 
Asian situation,* said Tony 
Warwick-Ching, analyst at 
Flemings Global Mining 


Group. “The key will be 
whether a worrying struc- 
tural change has occurred 
with a dislocation in trend 
growth, as happened twice 
to OECD industrial produc- 
tion, notably in 1975. follow- 
ing the oil price shocks." 

Nevertheless, metals ana- 
lysts have been doing the 
best they can. Ted Arnold, 
metals specialist at Merrill 
Lynch, summed up the 
broad consensus. “One can 
say with confidence that the 
risk is now on the downside 
with all base metal prices. 
Six to nine months ago the 
risk was on the upside." 

After discussions with his 
merchant and producer con- 
tacts, Mr Arnold said the 
two weakest markets were 
seen as copper and wiricgL 
“ ‘Yon can forget both of 
them for the next three 
years,' was the comment of 
one merchant." said Mr 
Arnold. “Zinc and alumin- 
ium are seen as promising in 
that both those prices will 
hold up relatively well com- 
pared with other metals." 

Mr Arnold has lowered his 
copper price forecast for 
next year from 90 cents a 
pound ($L984 a tonne) to 86 
cents ($1374) compared with 
an average so far this year of 
about 1053 cents ($2332) and 
1033 cents ($2390) for 1996. 
His nickel price forecast has 


been cut from $3.05 a pound 
($6,724) to $2.85 ($6,283) 
against $3.18 ($7,022) this 
year and $3.4 ($7300) in 1996. 

Merrill has also lowered 
its zinc 1998 average price 
forecast from 57 cents 
($1356) to 52 cents ($14.46) 
mid shaved its lead forecast 
from 26 cents ($573) to 25 
cents ($551). So far this year 
these prices have averaged 
603 cents ($1340) and 283 
emits ($638) respectively. 

Analysts at Deutsche Mor- 
gan Grenfell are among the 
most bullish about traded 
metals prices. Their latest 
forecasts are still at the top 
end of expectations, even 
though they have been sub- 
stantially reduced. 

Alan Williamson, a DMG 
analyst, said that after re- 
examining demand prospects 
bn a country by country 
basis, DMG believed the 
Asian turmoil would cut 
1996 global copper consump- 
tion by 190,000 tonnpc alu- 
minium’s by 170,000 tonnes, 
zinc's by 95,000 tnnnas and 
nickel’s by 20300 tonnes. 

These losses would come 
at a time when supplies of 
most base metals were ris- 
ing. “So, instead of most 
mptfli stocks failing to criti- 
cal levels late in 1998, there 
wifi be surpluses," he said. 

DMG is now expecting a 
1998 average of 82 cents a 



pound for aluminium (down 
from 90 cents). 96 cents for 
copper (1073 cents). $3 for 
nickel ($4). 56 cents for zinc 
(75 cents), 27 cents for lead 
(33 cents) and $2.70 for tin 
(down from $3). 

Analysts from Macquarie, 
the Australian banking 
group, have been touring 
Asia talking to traders, pro- 
ducers and consumers and, 
said Adam Rowley, there 
may be further demand 
weakness to come. 


Macquarie’s revised 1998 
forecasts, with the previous 
ones in brackets, are: alu- 
minium 75 cents (8 33), cop- 
per 873 cents (95), lead 243 
cents (26.5). nickel S3.05 
($330). tin 52.625 ($2.75) and 
zinc 573 cents (68). 

Zinc, downgraded most by 
Macquarie, suffered simi- 
larly when Paribas, the 
French bank, changed its 
forecasts. Charles Kernot at 
Paribas said this was 
because the impact of the 


Asian turmoil would be felt 
most strongly by those met- 
als close to the peak of then- 
price cycles: notably alumin- 
ium and viwn. 

Paribas has cut its 1998 
zinc forecast by 10.4 per cent 
to $1,403 a tonne while alu- 
minium is reduced by 43 per 
cent to $1,750. Other changes 
include copper down 3 per 
cent to $1347; lead down 23 
per cent to $711; nickel down 
2.1 per cent to $7,338 and tin 
down 2 per cent to $6,006. 


Meanwhile, there was 
growing concern among ana- 
lysts. “No one knows when 
(the Asian upheaval] will 
stop and how far it will go 
before it stops,” said Angus 
MacMillan, head of research 
at Billiton Metals. “The big- 
gest worry is that the Japa- 
nese economy might go into 
recession. That would have 
knock-on effects world- 
wide," he said. 


Kenneth Gooding 


Indian 

sugar 




‘snubbed 5 


By Kund Bom in Calcutta 


India’s Commerce Ministry 
has snubbed the country’s 
sugar Industry by recom- 
mending that the govern- 
ment should import 590300 
tonnes erf sugar for distribu- 
tion through ration shops. 

The Indian Sugar Mills 
Association had urged the 
government to buy from the 
industry, which at the end 
of October had comfortable 
stocks of 3.4m tonnes. 

The government says the 
public distribution system 
for sugar will remain under 
pressure in the 1997-98 sea- 
son and that it is essential 
to “keep the import option 
open". On current projec- 
tions it will be left with no 
stocks in the final month of 
the current season unless 
imports are made. 

Nearly 33 per cent of the 
industry’s production is 
bought by the government 
at below market rates for 
distribution through ratios 
shops. The Industry is 
allowed to sell the balance 
at market prices. 

Om Dhanufca of the 1SMA 
said the industry could take 
c&re of Hw's shortfall. “This 
is in spite of the lower pro- 
jections for cane and sugar 
production In the current 
season," be added. 

The country's sugar pro- 
duction is forecast to fall to 
12m tonnes in 1997-98 from 
123m tonnes last time. 

“The fall will be as much 
as 37 per cent compared 
with the all-time record out- 
put of 16.432m tonnes in 
1995-96.” said Mr Dhannka. 

"Except for Tamil Nadu, 
Andhra Pradesh and Guja- 
rat. every sugar growing 
state will be producing less 
this season. The production 
setback will be moat pro- 
nounced in Maharashtra, 
the largest sugar growing 
state in the country, whore 
at least 35 of the 110 facto- 
ries will have very little 
cane to crush." 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Prices tan Amalgamated Metal Trading) 

M AUUaUMUM, 9*7 PURITY (S per tonne) 


Precious Metals continued 

■ COLD OQMEX {100 Troy oz^ Vtrpy oz.) 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE POO tonnes; E per tame) 


SOFTS 

■ COCOA UFFE (10 tonnote £/tcvne} 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME (40,00Q*»; cants/lbe) 


Sett Bay's 


U* km Vri M 


Sett D nr* 

price c hi p e Lw M 


Op" 

W 


Sett Days 
price change Hgb 


Vbt 



Cash 

3 mite 

CJosa 

1561-2 

1584-5 

Pnevtous 

1567-68 

1589-60 

WgWlow 


1697/1582 

AM Official 

1568-68 

1590-91 

Kart) dose 


1586-7 

Open InL 

254,507 


Total dgDy turnover 

83X84 


■ ALUMINIUM ALLOT (S per tome) 

Close 

1430-40 

1450-55 

Previous 

1440-45 

1455-60 

High/lour 


146571450 

AM Official 

1435-40 

1456-57 

Kerb dose 


1450-55 

Open toL 

6.Q14 


Tool dafly turnover 

1.109 


■ LEAD (S per tnme} 


dose 

517-8 

534-5 

Previous 

514X-15X 

531.5-32.0 

Highflow 


544/533 

AM Official 

519-1R5 

536-37 

Kerb dose 


542/543 

Open InL 

3Z.5S4 


TaW dafly tunover 

8X46 


■ NICKEL 9 pv tonne) 


Ctoae 

5680-65 

5055-60 

Previous 

5975-80 

6085-70 

Highflow 


5980*910 

AM Official 

5890-66 

5045-50 

Kerb ctoae 


5070-75 

Open Int 

58261 


Total daly turnover 

27.968 


■ TIN (S par tonne) 



Close 

5720-30 

5640X6 

Previous 

5765-70 

5685-70 

Highflow 


5885/5650 

AM Official 

3760-65 

5675-80 

Kvb close 


5660-55 

Open InL 

15X62 


Total dafly turnover 

3X73 


■ ZINC, epedri Ugh grade (S per tome) 

Close 

1084X-5X 

1110-11 

Previous 

1109-10 

1134-35 

Highflow 


114271108 

AM Official 

1086-67 

1122-23 

Kerb dose 


1118-8 

Open Int 

85.150 


Total dally turnover 

27.150 


■ COPPBL grade A (S per tome) 

Ctoae 

177ttfr-7X 

180&X4X 

devious 

1783-84 

1822-23 

mgrtflow 


183971806 

AM Official 

1801-01 jS 

1831-32 

Kart) close 


1808-8 

Open Int. 

150,764 


TaW daily turnover 

46278 



Dec 


293.4 -1.9 


Feb 

Apr 


Total 


294X 

291.2 

1.451 3.107 

JR 

91® 

*0® 

81® 

81® 

48 

1,539 

DR 

994 

*4 

998 

994 

184 2X25 

Dr 

- 

- 

6 

aw 

83® 

*0® 

83® 

83.10 

85 

2X58 

ite 

1024 

+4 

1029 

1023 1X97 69.456 

Feb 

298-3 

292.4 20555 107Xk 

te 

65® 

*0® 

85® 

8520 

291 

2X64 

NW 

1044 

+5 

1049 

1043 

383 24,854 

*pr 

297.8 

295X 

320 11X70 

Jri 

87® 

+050 

87.75 

87X5 

40 

393 

Jri 

1081 

*4 

10® 

1082 

323 11J89 

Jtoi 

2995 

297.7 

4® 12X37 

SR 

82.75 

- 

- 

- 

- 

20 


1078 

*4 

10® 

1078 

81 19X59 

tag 

ms 

2995 

- 4X37 

Trial 





522 

8X98 

Dr 

1095 

+5 

1098 

10® 

307 23,196 

Oct 



23X8819W8 

■ WHEAT C8T (5.000bu min: centa/SOb txahri) 

Triri 





3®P 17*710 

Tow 


■ PLATINUM MYMEX (50 Troy 024 Sftroy oej 


JR 

385.7 

-2X 3882 3852 

1X33 10299 

aw 

3822 

-2X 385.0 382X 

82 2X98 

Jri 

3792 

-22 - - 

4 104 

TeW 



1X95 12®9 

■ PALLADIUM NYMEX (100 Tray at: Sflray at} 

fkc 

210® 

-1® 211.® 210.® 

328 427 

Urn 

207.45 

-1X5 208® 207® 

618 3,733 

Jm 

203X5 

-1® 

11 12B 

see 

200® 

-1® 

4 

TaW 



9BB 4X90 

■ ®LVBt COMEX (5®0 Troyan Cwts/trey at) 

Dr 

525.4 

-22 5302 5212 

373 1213 

JR 

527.7 

-23 5262 5255 

1 36 

tear 

5322 

-22 540.0 525X 

8,772 65477 

tey 

5352 

-2.7 540.0 5292 

118 5,793 

Jri 

537.3 

-22 545.0 535.0 

485 5X62 

Sr 

538.0 

-3-1 

IS 7® 


Dl 339.75 -25 343® 338® 4,100 3.108 

®R 35550 -1.23 38150 35150 14,239 £1478 

■ar 38150 -15 367-25 38100 1,798 10,874 

54 369.25 -0.75 37150 367.00 1,779 17.235 

Sep 37X00 *1 377 OQ 37750 43 399 

Dr 38250 - 38650 38250 141 3560 

I** 22547 9M17 

■ MAIZE C8T (5,000 bu rrirc centa/50b bu&M 


■ COCOA CSCE (10 tonnes S tows) 
DR 


1559 

1588 

1617 

1637 

1658 

1678 


DR 271.25 -025 27125 27050 17508 36577 
Nar 290.75 - 28225 28055 34549180528 

Hap 29755 - 28850 298.75 2,189 42,177 

■W 29155 *025 29225 29050 4544 6256* 

Sap 28750 - 28725 28628 201 5223 

Dr 28725 *025 28750 28650 1529 31527 

TeW 88527349385 

■ BARLEY UFFE (100 lannaa; E per tome) 


1550 61 333 

1578 2576 49.180 
1611 227 18,7® 

1633 38 4591 

Sr 1658 +14 1658 1657 15 5,742 

Or 1678 +12 1677 1876 13 9.130 

Trill 3330 99,123 

■ COCOA pCCO) (SDRVtortne) 


+10 1570 
+10 1593 
+11 1621 
+U 1640 
+14 1658 
+12 1877 


Sett Defs Open 

Price (triage tflgh Lear Vet tot 

66525-0325 67500 66.775 4588 1*794 
67300-0500 68.150 6725079289 46236 
70950-0475 71575 70900 2599 20578 
69.550 -0325 70500 69525 8599 12599 
70125-0225 70250 70050 595 
72350 -0275 72550 72300 568 

10742 103,299 
■ LEAN HOPS CME (40X00ttB; centeflbej 

Dr 
F eb 
Apr 


4591 

1301 


TOW 


62.450*0375 82500 61500 2505 8515 

80100*0175 60325 S9500 2555 18516 
57225*0150 57X25 57525 1 575 7335 

65300-0075 60550 65200 754 3590 

64200*0050 64300 84.123 144 1304 

62.100+0225 62100 61.750 6 217 

8X38 40381 



■ PORK BSJLtgS CME frUXOOQtos: cente/lbe} 


Dr 2 

oaijr- 


1224.72 


Fret dap 

122090 


■ COFFEE UFFE (5 tonnes: SrtOTW) 


Trial 


9362 10243 


ENERGY 

■ CRUDE OIL NYMEX (1500 barrels. S/barafl 


talari Day's Opm 

price etaage U*> Urn \M htt 

4m 1655 *059 1859 18X7 35®S 106.7k 

Frit 19.08 *005 18.12 18.75 19346 81,581 

Bar 1922 *003 1925 1954 6573 34519 

Apr 1932 *051 1934 1410 9377 21361 

Key 1442 *002 1442 1420 2585 14653 

Jan 1447 *003 1448 1930 3325 32321 

TeW 84575 421 315 

■ CRUDE OIL IP6 (S/barreQ 


JR 

74.75 

+0.10 74.75 74.75 

18 

492 

Ma- 

77® 

+0.10 77® 77.10 

24 

1X55 

tey 

78® 

+aio 

- 

20 

Sr 

80® 

-a® 80® ®M 

- 

6 

Her 

82® 

-a® 82® 82® 

- 

so 

Triri 



25 

1X33 

■ SOYABEANS COT (SXOdto cte ccri&GOfc txriiri 

JR 

706® 

*22 707® 699® 42293 67,143 

Her 

710.75 

+2 711® 703® 

7,4® 272® 

May 

715® 

+1.75 mm 708® 

22® 20®1 

Jri 

717® 

+12 718® 711® 

2285 w r w 

teg 

711® 

*02 712® 706® 

41 

1X38 

SR 

69a® 

-02 688® 687® 

2 

59 


JR 

1818 

+33 

1838 

1773 2.418 18X25 

Mr 

1807 

+32 

1820 

1765 5.746 18,155 

tey 

17B 

+® 

1799 

1745 1X70 5,485 

Jri 

1770 

+25 

17® 

1740 BS 1,135 

SR 

1770 

+25 

- 

- - 462 

tei 

1TO 

+2S 

- 

- - 30 

Triri 8259 42X12 

M COFFEE *C CSCE (37,500 tW cents fltol 


Feb 54175*0375 54450 57.250 1,169 6531 

Her 57550*0900 57390 56200 230 1595 

Key 54125+1375 54125 54751 362 657 

JU 56300*0200 54800 54050 11 394 

tag 53350*0025 53350 53325 6 58 

TaW 1378 C£59 


CROSSWORD 


LONDON TRADED OPTIONS 


No.9,549 Set by DOGBERRY 


Dec 17450 -130 17430 17220 309 1J040 

HR 16730 -130 16400 165.1010380 14.748 
■ey 16025 -130 16130 15950 1317 5,1® 

Jri 15230 -235 15425 15130 342 2,433 

Sep 14455 -1.70 14400 144® 177 1,191 

Dee 141.75 -050 14250 14150 63 948 

TeW 12594 2559 

! 0CO) (US oenWpound) 


Triri 8*672 144877 

■ SOYABEAN OIL COT (SOXOGbri csnt&flb) 


Dr Z 
Comp. Wj 


■ LME AM Official £/S rate: 1-6803 
LME Closing E/S rate 15840 


Latest (toy 1 * Qpea 

Prise chaage M0 leer Vol W 

Jm 1414 -5.® 1419 1737 18377 55309 

F* 1418 - 1424 1755 12334 64.756 

mu 1418 *4® 1825 1739 5325 18398 

Apr 1421 *054 1424 14® 2519 12295 

May 1418 *052 1820 1404 1X79 45® 

An 1418 +0.03 1421 1858 13® 13302 

TeW tee Ml 

81 HEATteQ OIL HWEX (42500 US gate; cKB gate) 

Uteri Deyto 
price Range Hgb 

53.75 ‘*050 5355 
5430 +0.43 5430 
5450 *053 5455 
5350 +023 S3. BO 
5230 +0.18 5410 
5230 *0.75 5250 


Feb 


Stt 1.6945 3 mttt 1 6775 fi ttfct 1 .GG 88 9 sts 1 JB18 


TeW 

■ GAS Ofl. PE (Kane) 


Open 
W M 

5250 12284 54330 
5125 5X71 24187 
5445 2504 14324 
54® 999 7,799 

52X5 347 4124 

5230 1591 4763 
24519131522 


■ MOH GRAPE COPPER {GOM3Q 



Sril Bey's 



OP*" 


price change ffigti 

Low 

Hot tot 

Dr 

8030 -1.15 

82® 

7080 

1X36 $757 

JR 

80® -1® 

82® 

BO® 

294 2.472 

w 

61.45 -1® 

83.10 

81.10 

174 1X30 

Mr 

81® -1® 

83® 

81® 

4.448 31X41 

ter 

62X5 '1® 

- 

- 

77 1.433 

tey 

82.75 -1® 

MJQ 

8210 

454 4X77 

TeW 




7,757 83(871 


Dec 


Uteri Myto Opm 

price ettange **> In W W 

164.75 .-075 165.75 16350 5335 15307 
J» 16525 - 16630 16*30 6308 24045 

ft* 164® -025 164® 164® 2291 15748 

Mar 16530 -025 16630 164.® 1310 11,123 

Apr 164.75 -025 16525 18150 601 4X68 

May 16425 -025 16430 163® 280 2X86 

Triri 17X54 962*4 

■ NATURAL GAS PE {1,000 tomtom per ton*} 


DR 

24X7 

-OX 

25.17 

24® 

7X27 5,124 

JR 

25® 

-0.13 

25.40 

2518 15X85 47,422 

Mr 

25.63 

-ai 

25X0 

25X1 

3X77 33X94 

MR 

«« 

-0.® 

25X5 

25X2 

4B4 13X55 

Jri 

a® 

-0X2 

25X0 

25.72 

1®5 11X® 

Aeg 

25.79 

-0X4 

2575 

2570 

1® 2X87 

Triri 





2*387114X29 

M SOYABEAN MEAL CBT (100 tone S/ton) 

OR 
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*ox 

231 X 


8X85 13241 

J« 

2224 

-ai 

2235 

2200 11449 31X11 

Mr 
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-ox 

218.4 

2150 

8X01 34X47 

M*y 

214X 

-ox 

2158 

2123 
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ACROSS 

1 One dormant fish? (6) 

4 Doctor 9 being treated as 
source of loan (8) 

9 Stimulating man to devour 
books (6) 

10 Fine, missing Prodigal Son, 
for instance (44) 

12 Partner held in popular 
esteem gets burned (8) 

13 Old friends embracing sci- 
ence and bad art (6) 

16 Beyond most of 19. say (4) 

16 Company gaining the front 
perhaps suffer from it (10) 

19 Food for rodents interrupt- 
ing sick clergyman’s come- 
back (10) 

20 Former ruler of note (4) 

23 Sign of a tennis shot get- 
ting my first service 
returned (6) 

25 Summarily incarcerate 
alien communication sys- 
tem (8) 

27 Insolvent, lousy, punk 

brat (8) 

28 .... to join Rugby Union 
organisation, though under 
age (6) 

29 Approximate price of prop- 
erty compiler’s entered (8) 

80 Get 15 to 10 on a brown 
horse, “Tapestry" (8) 

DOWN 

1 Bone can keep breaking 
(48) 

2 Academic papers with 
input of gold (9) 

3 Biblical warrior and priest 
before the Lord (6) 

5 Double scripture results in 
a major disturbance (4) 


6 Closely follow fruit of 
high-tension, high-level 
combat (8 

7 Equipment for turning 
round in niche (5) 

8 Upset the cart wheel (7) 

11 Many say upstanding 
visionary has qualifica- 
tions (7) 

14 Vague idea of product of 
squid and fish (7) 

17 Vulgar onslaught (9) 

18 Girl about to record artist's 
weight (8) 


19 That may appear repulsive 
of snails 


.- eating starters 
in batter (7) 

21 Carbuncle on as insect’s 
middle with nnthing miss- 
ing (?) 

22 Plotting toe end of Alex- 
andre Dumas' jellyfish (6) 

24 Artist's model with hair on 
top (5) 

26 Skewer in gob (4) 
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LONDON STOCK EXCHANGE 


Footsie runs out of steam after initial spurt 


MARKETS REPORT 


By Steve Thompson, 

UK Stock Market Editor 

The FTSE 100 index made 
another dash towards &.000 early 
yesterday, got to within 12 points 
and then ran out of puff to finish 
modestly lower on the day. 

The undertone remained firm, 
however, with dealers claiming 
that the continuing spate of take- 
over bids, mostly in the smal le r 
companies arena, may weD move 
up a gear to encompass the FTSE 
100 and FTSE 250 areas. “If what 
everyone expects actually hap- 
pens then there is absolutely no 
question we’ll be through 5,000 


and possibly even challenge the 
all-time high of 5.367.3," said the 
head dealer at one big European 
house. 

Turnover in the equity market 
was never more than run of the 
mill, with many of the big insti- 
tutions preferring to hold off 
until the outcome of the latest 
meeting of the monetary policy 
committee is made known at 
noon today. Few observers expect 
an increase in UK interest rates 
until after Christinas. 

There is also some concern in 

dealing rooms that the US non- 
farm payroll report for November 
might presage a rise in US inter- 
est rates after the next meeting 
of the Federal Reserve's open 


market committee, scheduled for 
Decem ber 16 . 

The FTSE 100 index finished 
the session 65 off at 4370.7. At 
its best, shortly after the start of 
trading, the index was more than 
10 points higher. 

The FTSE 250 - which has 
tended to lag the senior index 
during the recent rally which has 
seen the 100 Index gain 145 points 
- staged a catch up, outperform- 
ing strongly to close 24.0 higher 
at 4,682.4. 

Helping drive the second liners 
ahead was the usual burst of 
takeover speculation, this time in 
BICC. the electrical group, and 
Greeualls, the pubs and hotels 
company. In addition many of 


the leading information technol- 
ogy companies rose strongly as 
the market picked up news that a 
new sector. Information Technol- 
ogy, is being constructed for the 
FTSE Actuaries. The FTSE 
SmaUCap rose 33 to 23783. 

Traders insisted that more bids 
were in the pipeline. **1716 merges' 
and acquisition story is rumbling 
on and the story is that the City's 
corporate finance departments 
are currently working 24 hours a 
day on potential bids," said one 
salesman. 

Wall Street's sedate overnight 
performance and the negative 
showing by Tokyo and Hong 
Kong played only a gman part in 

the day's events. 


PISS AikSlMfW Mk 


2J90O v— r- 
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But Wall Street's poor opening 
yesterday, which saw the Dow 
Jones Industrial Average slide 
more than 50 points not long 
after trading commenced in the 
US. kept the lid on performance 
in UK stocks. 

Dealers continued to complain 
about extreme volatility in the 
UK equity market. But the tech- 
nical team at Robert Fleming 
Securities pointed out that there 
were more frequent changes of 4 
per cent or greater in a week 
between 1990 and 1992 than there 
are now. Flemings said UK equi- 
ties have been through a period 
of relatively low volatility, espe- 
cially in 1995 and 1996. 

Turnover at 6pm was 732.5m. 



TamowOy’M^flwWfce). RHQUfcy; 


fatdlcM rad ratios 

FTSE 100 49707 

FTSE 250 4692.4 

FTSE 350 23965 

FTSE Afl-Sharo 2341.65 

FTSE All-Sham yield 353 

Bat performing sectors 

1 Support Sendees — 

2 LBe Assurance 

3 RetaAerw Food 

4 Insurance — 

5 Paper Pckg — 


FT 30 3206.6 

FTSE Non-FbrjpA 19.71 

FTSE 100 Fin 0«6 4980.0 

lOyrGUtyMO 8.55 

Long gWoqurty yto ratio 1.97 

Worst perf ormin g se c tors 

1 RetoMrs: General — ....... 

2 Household Goods 

3 Aicohote Beveraspn ... 

4 Gos Distribution 

5 Telecommunications — 


Takeover 

stories 

dominate 


By Peter John, Joel Kibazo 
and Martin Brice 

Two new bids' among 
second-line companies yes- 
terday reinforced the hunger 
for consolidation in the UK. 

The market is gearing 
itself up for a glut of take- 
overs and mergers. About 
£8-5bn is already looking for 
a new home and the bids 
currently pouring in from 
cash-rich companies could 
be just the tip of the Iceberg. 

BZW, which has been 
tracking institutional liquid- 
ity very closely, says pen- 
non funds now have more 
cash than at any time since 
1990. The current rash of 
overseas rash bids will only 
increase those cash holdings. 

The feeding frenzy began 
with Lafarge’s proposed 
El.Bbn acquisition of Red- 
land in October. 

Every sector of the market 
is being closely examined for 
potential targets. But the 
main focus of the enthusi- 
asm is the financial sectors 
- b anka and insurers. There 
has been one full-scale bid in 
the area: a £3Jbn offer for 
Mercury Asset Manag e ment 
from Merrill Lynch; dispos- 
als from National Westmin- 
ster and Barclays; and a 
potential break-up of 
Hambros, which lifted 4 to 
27lp. 

National Westminster, 
Prudential, Guardian Royal 


Exchange, Perpetual and 
Independent Insurance are 
only a few of the large and 
medium-sized companies 
with a price tag on their 
heads. NatWest lifted 5 to 
903p, the Pro 2614 to 6S0p, 
Guardian 4 to Slip, Perpet- 
ual 50 to £24.70 and Indepen- 
dent 7Vt to £U.12VL 

Meanwhile, overseas com- 
panies have targeted indus- 
trials whose valuations have 
been crucified by currency 
shifts. In chemicals, a 
£1.07bn bid for Allied Col- 
loids and a prospective offer 
for Holliday - estimated at 
£260m - have highlighted 
the potential in Courtaulds, 
Croda International. Brent 
and Yorkshire. Holliday rose 
41ft to 236'ftp, Courtaulds 13 
to 295P, Croda 16ft to 385p 
and Brent 6 to lOSftp, while 
Yorkshire eased a penny to 
212ftp. 

In print and broadcast, 
United News & Media is 
expected to raise £40 0m 
through the sale of its 
regional newspapers. Scot- 
tish Radio, Johnstone Press 
and Newsquest are all 
believed to be checking their 
bank accounts. 

Yesterday. printer 
Watmoughs attracted a 
£l88m hostile bid from Que- 
becor of Canada and the 
shares rose 90 to 287ftp. The 
second bid of the day was a 
£49m offer for Morris Ashby, 
the engineering group, 
which lifted 7ft to 397ftp. 

Renters Holdings was a 
strong performer in late 
trading on speculation that 
the company is poised to 
announce a big deal today. 

Initially there was a feel- 
ing that the news and elec- 
tronic information company 


might be on the acquisition 
trail. Dow Jones Markets has 
been cited as a possibility 
and is thought to be up for 
sale. However, analysts were 
sceptical, arguing that it 
offered little value. 

They also pointed out that 
Reuters is concentrating on 
organic rather than acquisi- 
tion-led growth. 

The second possibility 
could be a large investment 
in the internet Reuters has 
recently announced a £50m 
development fond for inter- 
net-related products. How- 
ever. that is small beer com- 
pared with Reuters Elba war 
chest 

Earlier this year the com- 
pany was prevented from 
returning a large proportion 
of the cash pile to sharehold- 
ers because of tax changes. 

Finally there is the possi- 
bility that Reuters will hive 
off Instinct its automated 
share trading business in the 


US. The shares closed 17ft 
up at 679ft p. 

P&O edged higher in early 
trading bat started to suffer 
as a story went the rounds 
that the forthcoming Dota- 
tion of Bovis would value 
the housebuilding subsidiary 
at about £225m rather than 
the £250m-£300m originally 
hoped for. P&O closed 
unchanged at 660p. 

A valuation on Bovis of 
£225m would put it on a 
price/eamings of less than 9 
times, which David Taylor at 
Teather & Greenwood 
described as “cheap against 
the rest of the sector”. 

Some housebuilding stocks 
have underperformed in the 
run-up to the Bovis float, 
although yesterday Wilson 
Bowden, recently the subject 
of a bullish note from Soc- 
Gen. was up 2 at 524ftp. 

Howard Proctor at .the bro- 
ker told clients: “A tour of 
Midlands housing sites con- 


FT 30 INDEX 

Dac 3 Dae 2 Peel Nw 28 Nov 27 Yr ago High low 

FT 30 3206.6 3205-2 31823 3135.6 3160-7 2789.1 34303 2G6&8 

OkL dht. yMd 3-56 355 357 3-62 358 405 4X2 323 

P/E ratio not 20-72 20.73 20.58 2020 2056 1702 2033 15.8 

P/E ratio nil 2043 2045 2030 2001 2028 1088 22jQ2 15.71 

FT 30 tinea amptiOcrt high 34308 16A0/W. low 49.4 1M&DO Bate Date: 1/7/35. 

FT 30 hourly change* 

Opan 9 10 11 12 13 14 15 16 Htfl Low 

32004 3206.5 31954 32012 32048 32007 32006 32000 32005 32122 31832 
Dac 3 Dec 2 Dae 1 Nov 28 Nov 27 Vr ago 

SEAO bargains 44.837 <6.525 46225 39.824 39.740 34.438 

Equity turnover (Emfr - 25972 2503.1 2137.8 27208 873.1 

Eqidty bergskwt - *1.328 30519 35.883 34.442 10674 

Shams traded (mOf - 7305 7000 622.3 7403 3905 

lExckidng hMr-tnvfcat wwj iwi a ru tumovar hut Muting Craot ftanowar. 

O FTBE Inmn a H ura l LMtad 1907. A3 ifgMa raeervad- Tor 1907. 


■ London tuarkmt dretn . 

RfaHtt end fetor 52 Week Htfis fad Itwj LWFE Eqritty options 

Total Hsu 653 Tot* Wghs 54 Total ca itra c ta 28,184 

Total Fab 722 Tafarf Lows 99 Crib 17X08 

Sam . 1,871 Puts 10776 

Doe 3 “Data baaed on Equity shares Mad on the London Share Sendee. 
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FINANCIAL TIMES 

INFORMATION f"* 

news from 
European & Asian 
perspectives. 



NEWS 


If you need to know what’s moving 
UK, European and Asian markets, 
you need AFX NEWS, the real-time 
English language newswires that give 
the latest international financial and 
corporate news. With the resources of 
owners and partners, FINANCIAL 
TIMES INFORMATION and 
Agence France-Presse to draw on, 
you know AFX NEWS will always he 
relevant, reliable and right And it’s 
available to you on-line through all 
major market data platforms. 


deliverable across your intranet, 
extranet or other network to your 
PC, NC or workstation through 
Windows, browsers and proprietary 
applications. AFX NEWS has 
reporters across Europe and Asia 
and in other key markets feeding over 
1500 news stories a day direct to your 
system. So, for independent and 
succinct reporting on economic, 
corporate and market news, contact 
AFX NEWS direct or your local — — 
vendor today. 


FOCUS ON INTERNATIONAL FINANCIAL NEWS 

A JOINT-VENTURE OF FINANCIAL TIMES INFORMATION AND AGENCE FRANCE-PRESSE 

AFX NEWS 13-17 EPWORTH STREET, LONDON EC2A 4DL (44) 171 253 2532 
FAX (44) 1 7 1 490 3007 EMAIL: AFX.SALES0FT.COM AND NEW YORK, USA (212) 306 6734 


firmed that 1997 will be a 
terrific year not Just for Wil- 
son Bowden but for the 
whole of the UK housing 
market.'* 

Analysts dismissed talk 
that Bass was considering a 
bid for Greeualls Group. 
They instead attributed the 
rise in Gree nails, which 
gained 18ft to 406p, to a 
recovery. 

The creation by FTSE 
International of a separate 
sub-sector of the support ser- 
vices category for informa- 
tion technology companies 
prompted sharp rises amid a 
scramble for the stocks, 
which figured prominently 
in t he list of leading risers in 
the FTSE 250. 

Paul Morland at NatWest 
Markets said: “It is likely 
that technology funds were 
buying weightings in an 
index that they may be mea- 
sured against. The sector 
will not be created until the 
end of next year so index 
funds are unlikely to' buy 
before that date.** 

Foremost among the bene- 
ficiaries was Sage Group, 
which gained 43 to 907ftp, 
while Serna Group rose 70ft 
to £14.07ftp. MSsys advanced 
40 to £17.00 and CMG gained 
47ft to £14.00. 

Pittards, the leather goods 
maker, shed 16 to 53ftp after 
it warned about profits, cit- 
ing the strength of the 
pound and weaker demand. 

VCL the audio-visual pub- 
lisher, mentioned the same 
reasons and suffered the 
market's biggest fall as It 
tumbled 77 to llfiftp. 

The general nervousness 
among retailing issues set- 
tled on Great Universal 
Stares. Investors suffered a 
bout of jitters ahead of the 
company's first-half figures 
published today which left 
the shares trailing 30 or 42 
per cent to 685p, the worst 
performer to the FTSE 100 
index. Turnover was 3.9m. 

Analysts said they expec- 
ted earnings to be held back 
by sluggish mail order busi- 


ness. and the recent strength 
of sterling. Profits are expec- 
ted to be in the region of 
£233m to £235m, roughly 
unchanged from last year’s 
£235. 6m. which was the 
group’s first profits Tall to 48 
years. 

Among property stocks, 
MEPC improved 9 to 548p 
after it reported a healthy 
set of foil-year figures. The 
net asset value rose 10.4 per 
cent to 497p. 

National Westminster 
hardened 5 to 903p, with 
BZW rumoured to have 
upgraded its recommenda- 
tion on the stock from 
“hold" to “buy". 

Gibbon improved 10 to 
L53ftp after the speciality 
chemicals company almost 
doubled profits at £l-3m. 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Thursday December 4 1997 


Markets focus on wage pressures in US 


EMERGING MARKET FOCUS 


WORLD OVERVIEW 


Finland: off Its best 


News of a deal between 
Korea and the International 
Monetary Fund on a bailout 
package may have given 
market sentiment a modest 
lift, but investors were 
apparently on hold ahead of 
Friday’s non-farm payrolls 
report in the US, unites 
Philip Coggan. 

Bob Craven, of the Fixed 
income Management Group 
in San Francisco, says that 
the risks are quite high that 
the band market will fall in 
response to the report. The 
consensus forecast is for an 
addition of 210,000 workers, 
bat Mr Craven argues that 
this will not be the key fig- 


Hex Index . 
•MMO 
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ure in determining market 
reaction. 

The main focus will be on 
wage pressure. "Average 
weekly earnings are likely to 
once again surprise on the 
upside,” says Mr Craven. 


US stock market commen- 
tators are concerned not 
only about inflationary pres- 
sure but also that the Asian 
crisis, and tight labour mar- 
kets, might put a squeeze on 
.corporate earnings growth. 


The latest figures from IBES 
show that US earnings esti- 
mates for 1998 were edged 
down by 0.8 of a percentage 
point in November, but 
analysts are still looking for 
a very healthy growth rate 
of 14.7 percent. 

European markets were 
fairly quiet yesterday, with 
Helsinki one of the few 
bourses to experience a sub- 
stantial move. The HEX 
index’s 2.4 per cent fall was 
largely due to the decline in 
Nokia, the telecommunica- 
tions group which frequently 
has a significant influence 
on the Finnish market. 
Nokia, along with Swedish 
rival Ericsson, was the sub- 
ject of reported downgrades 


by Merrill Lynch and Bank* 
America. 

James Cornish. European 
markets strategist at Nat* 
West Markets, says that 
markets are "getting back on 
to solid ground. Psychologi- 
cally, fund managers are 
still worried about the poten- 
tial for things to go wrong in 
Japan and the rest of Asia. 
But they are sitting on quite 
a lot of money and the oppo- 
site danger is that they 
might get left behind as 
others move back into the 
market." 

The bearish argument is 
that corporate earnings esti- 
mates are going to be 
reduced to reflect the eco- 
nomic problems of Asia and 


the potential for competition 
in export markets from 
Asian companies operating 
in devalued currencies. 

Those downgrades have 
not yet come through. IBES 
reports that estimates of 
1998 German earnings 
growth were edged down by 
02 of a percentage point in 
November, but forecasts for 
1998 French and Italian earn- 
ings were increased by SL3 
percentage points and 0.7 of 
a point respectively. 

"Earnings estimates are 
going to come down a bit but 
then again interest rates will 
not go up as much as expec- 
ted, neutralising the effect 
on equity valuations," says 
NalWest’s Mr Cornish. 


Slim pickings 
in Santiago 


US equities 
dip on tech 
downgrades 


Zurich rumours lift dull day 


AMERICAS 


US stocks moved strongly 
lower yesterday as a slew of 
analysts' downgrades hit the 
computer sector hard for a 
second day, writes John 
Labate in New York. 

By early afternoon all 
major indices were down. 
The blue-chip rich Dow 
Jones Industrial Average fell 
by 49.24 or 0.61 per cent to 
7,969.59. The broader Stan- 
dard & Poor's 500 Index lost 
4.71 at 96&£7. 

In contrast, Treasuries 
continued to rise, as over- 
seas and domestic buyers 
drove yields lower. By lunch- 
time the 30-year Treasury 
band price was up ft to 101 A. 
sending the yield down to 
6.012 per cent. 

Attention was focused for 
a second day on the technol- 
ogy sector, as networking 
and semiconductor chip 
companies came under new 
pressures. The Nasdaq com- 
posite average, which is 
heavily weighted in technol- 
ogy shares, was down 1335 
or 0.82 per cent to 1,593.12. 

Analysts lowered their rat- 
ings on several key technol- 
ogy shares. 3Com, the net- 
working equipment maker, 
fell per cent or $2ft to 
$32% alter Bear Steams, DU 
and Lehman Brothers 
reduced their estimates of 
1998 earnings per share. 

Rival networker Cable- 
tron, which lost 32 per cent 
of its share value on Tues- 
day, fell another 6A per cent 
after Bear Steams cut the 
stock to a “neutral" rating. 
Chipmaker Texas 
Instruments lost $1$ to $45A 
after an analyst cut his view 
of 1998 earnings per share. 

Chips group Altera, which 


fell 21 per cent on Tuesday, 
tumbled a further $ 1 % to 
$39% alter Deutsche Morgan 
Grenfell cut its rating to 
"accumulate". 

HU. Heinz, the foods com- 
pany, gained $1% to $54% the 
day after it announced its 
chief executive would step 
down. Among Dow compo- 
nents, Industrial equipment 
producer Caterpillar fell $lfi 
to $49% in spite of announc- 
ing a contract renewal. 

Banking shares were 
mixed In spite of the reduc- 
tion in bond yields. Citicorp 
was $g higher at 

TORONTO lost ground in 
morning trading as weak- 
ness in gold stocks more 
than offset strength in the 
property, financial and 
energy sectors. At midses- 
sion the 300 composite index 
was 29.26 lower at 6,637.50. 

Gold stocks were hit as 
Lehman Brothers reiterated 
Its bearish stance on the sec- 
tor and recommended that 
investors redjice their 
weightings. Barrick fell 25 
cents to C$23^5 and Placer 
Dome came off 20 cents to 
C$16435. 

Peter Ward, gold analyst 
at Lehman, said he did not 
think that gold stocks had 
"fully discounted the drastic 
decline In gold price that has 
already taken place". 

Elsewhere, property leader 
TrizecHahn received a boost 
after the company 
announced it was acquiring 
the Sears Tower in Chicago 
for a gross value of 
$844tn. 

Analysts said the deal 
reinforced TrizecHahn’s rep- 
utation for acquiring office 
buildings at attractive 
prices. The shares rose 95 
cents to C$35U0. 


Bank merger rumours 
resurfa ced in Switzerland to 
keep ZURICH pointing 
higher on a dull day gener- 
ally for bourses. 

UBS racked up turnover of 
SFrfilOm before before clos- 
ing SFr65 or nearly 3.5 per 
cent higher at SFn,914. The 
talk in the market was about 
a link-up with arch-rival 
SBC, which added SFrl3 at 
SFr383. 

Credit Suisse, the third of 
the big three Swiss banks, 
barely blinked, ending 
SFrl.00 better at SFz214^0. 
The SMI index closed 2.80 
higher at 5,922,7. 

PARIS continued to trade 
recent ranges in dun volume 
and the fact that most of the 
day’s features were on the 
downside did nothing to bol- 
ster sentiment 

S GS -Thomson fell precipi- 
tously following the over- 
night shakeout for high 
techs stocks on Wall Street 
The shares fell to FFr382 
before recovering slightly to 
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Sao Paulo hits 10,000 


SAO PAULO breached the 
magic 10,000 barrier at the 
opening, with the Bovespa 
index touching 10,049 in 
early trade. However, the 
market later tracked Wall 
Street into negative terri- 
tory, and by mldsesslon, the 
index was at 9,943, down 21. 
Dealers said that investors 
were continuing to take prof- 
its in blue chips. 

Telebras was a victim. 
Having touched R$24.50 at 
the start after reporting bet- 
ter than expected results, 
the shares fell back to stand 
at R$123.50, up 70 cents. 


MEXICO CITY also saw 
shares give up early gains as 
the market succumbed to a 
bout of profit-taking after six 
successive rising sessions. 
By mldsesslon, the IPC index 
was 37.7 lower at 5,088.97. 

BUENOS AIRES moved in 
line with its neighbours, 
with the Merval index stand- 
ing 0.75 lower at 688.15 by 
midsession. 

Strongest risers were prop- 
erty developer Irsa and con- 
struction group Corcemar, 
which gained 2.7 per cent 
and 2.2 per cent respect- 
ively. 


close FFr32.00 or 7.6 per cent 
lower at FFr388. 

Steelmaker Usinor was 
well dealt at 2.1m shares, 
sliding FFr3.40 or 3.5 per 
cent to FFr92.90 on talk of 
softening European demand. 
The news of heavy retrench- 
ments at Finnish telecoms 
equipment leader Ericsson 
sent Alcatel Alsthom down 
FFr22.00 to FFr734. 

Valeo brought some relief 
to the bulls, surging FFrl3.70 
or 3.5 per cent to FFr404.7 
after a French press report 
hinted at a near doubling of 
the dividend for this year. 

Oil prices staged a modest 
recovery, helped by the sud- 
den burst of cold weather in 
Europe, and Elf Aquitaine 
rallied FFr7.00 to FFr671. 
The CAC 40 index ended 
10.74 lower at 2,902.35. 

Among second-liners, a 
Goldman Sachs upgrade and 


through the day before end- 
ing slightly lower, weighed 
down by a weak start on 
Wall Street. The Xetra DAX 
index fell 21.85 to 4074£5. 

Engineering group Man- 
nesmann was the main fea- 
ture, rising DM32 to 
DM877.50 after Merrill Lynch 
upgraded its recommenda- 
tion from “buy* to "accumu- 
late", and increased its 
12 -month share price target 
to DM1,025 from DM920. 

Merrill said the upgrade 
reflected its more positive 
stance on Mannesmann’s 
mobile and fixed-line tele- 
phone networks, which have 
been building alliances in 
France and Italy and are 
"excellently positioned” for 
next year's European tele- 
coms deregulation. 

Elsewhere, a sell-off in 
European telecoms-related 
technology stocks weighed 
on Siemens and the stock 
fell DML25 to DM106.70. 

Deutsche Babcock contin- 
ued its strong ran following 
Tuesday's better than expec- 
ted results, adding DM4.65 to 
DM102. 

HELSINKI and STOCK- 
HOLM were dominated by a 
sell-off in telecoms stocks, 
hit by Tuesday’s announce- 
ment from Ericsson of Swe- 
den that it plans to cut 
10.000 jobs. 

Bank of America reduced 
its 1998 estimates for Erics- 
son and its Finnish rival, 
Nokia. Both stocks came 
under additional pressure 
from a Merill Lynch down- 
grade. Ericsson fell SKr20 to 
SKr207 and Nokia FM30 to 
FM4Q4. 

Analysts said the news 
had reawakened concerns 
that the market for mbbDa 
telephone handsets might be 
slowing. Ericsson and Nokia 
dominate their respective 
markets so the sell-off 
helped push Stockholm 
lower, with the general 
index down 45,98 at 2,994.55, 


ending a quiet session 4J23 
lower at 909.47. Philips, hit 
by high tech worries in the 
US, came off steeply, as did 
KLM where investors took 
fright at a renewed wave of 
link-up rumours. 

Philips fell FI 6.20 or 425 
per cent to FI 13L80 and 
KLM. where the talk was of 
an imminent aninmw with 
Alitalia of Italy, shed F12.80 
to FI 72.10. 

MADRID finished slightly 
lower for the second succes- 
sive session after a lacklus- 
tre day which saw little 
trade. The general Index was 
3.43 lower at 618J27. Contin- 
ued weakness In European 
oil stocks weighed on Rep- 
sol, which ended PtalOO 
lower at Ptafi.440. 

MILAN was also bereft of 
action outside the oil sector. 


where Eni, the most heavily 
weighted stock in the Mlfatel 
index, slipped L245 to L9.784 
as J.P. Morgan downgraded 
the stock from "buy" to 
"market performer". The 
Mibtd index shed 6 at X5£84. 

MOSCOW rose by more 
than 6 per cent in spite of 
sharp rises in short-term 
Interest rates, with energy 
blue chips making most of 
the running. Lukoil closed at 
$20.08, up $1.08. Analysts 
said the market was untrou- 
bled by the recent rise in 
three-month interest rates 
because equities were more 
sensitive to longer-term 
rates, which had moved less. 
The RTS Index ended at 
340-22, Up 19.64. 


Written and edited by Jeffrey 
Brown, Jonathan Ford and 
James Montgomery. 


SOUTH AFRICA 


Johannesburg shares ended 
lower, hurt by sliding gold 
shares and concerns about 
the economy. Hie all-share 
index dosed down 44.8 at 
6^9&a. 

Continued falls in the bul- 
lion price, which clipped to 
a new 12 % year low, helped 
tiie gold share index fell 1.9 
per cent to 701.7. Sentiment 
was also hit after the 
finance ministry cut this 
year's economic growth 
forecast to 2 per cent 


Until mid-year. 1997 looked 
like the year the Chilean 
stock market would put in 
a strong recovery- The lead- 
ing IPSA Index w as 15 per 
cent ahead by early July 
and seemed In good shape. 
Then came the start of the 
Asian troubles, followed by 
fears of devaluations in 
Brazil and Argentina. Sud- 
denly analysts were trying 
to disentangle the "real" 
Chile risk from the neigh* 
bourbood effect. 

The short-term risks to 
the economy are real 
enough. Lower growth 
prospects In Asia are cut- 
ting demand for rapper, by 
far Chile's biggest foreign 
exchange earner. In a mar- 
ket where over-supply was 
already starting to be felt 
Stocks are up and prices 
are at a four-year low. 
Asian economies account 
for about one-third of Chi- 
le's copper output 

The impact feeds through 
only Indirectly to the Sant- 
iago bourse, for few of the 
big copper producers trade 
there. Other sectors are 
more directly affected, such 
as the forest products and 
fishing companies, which 
also rely heavily on Japan 
and other Asian markets. 

The most immediate 
effect has been an attack 
on sentiment and, from late 
October, a rush Into dol- 
lars. “People anticipate 
deteriorating terms of 
trade, but they also just 
feel safer in dollars. It's a 
psychological factor" says 
Jane Winslow of HSBC 
James Capel in Santiago. 

By the end of last week 
the central bank was forced 
to intervene in the foreign 
exchange market when the 
dollar rose above 440 pesos, 
and it came in again an 
Tuesday, with an estimated 
$l80m. 

The central bank has 
international reserves of 
$l8hn, which covers the 
cost of a year’s Imports, as 
well as copper and oil stabi- 
lisation funds where wind- 
fall earnings or savings are 
salted away. "The financial 
system Is sound and well- 


IPSA Ww 
t« - 



supervised, the public sec- 
tor runs a steady surplus, 
so we are as well protected 
as It is possible to be," says 
Carlos Massad, central 1 
bank president. 

But a higher exchange ; 
rate in real terms Is bad 
news for the stock market. , 
because cheaper imports i 
have been helping to bring ! 
down Inflation to an esti- 
mated 5-9 per cent for 1997. 
Without that help, Mr Mas- 
sad will have to rely on 
interest rates to keep the 
lid on domestic demand. 

Thus long-term rates are 
likely to remain high - cen- 
tral bank eight-year notes 
currently yield 6.9 per cent 
In real terms. There will be 
no new cuts in interest 
rates until at least raid* 
1996, Ms Winslow believes, 
and domestic investors 
such as the private pension 
funds will continue to shift 
their portfolios In favour of 
fixed Income paper and 
stay underweight in equi- 
ties. Pension funds manage 
assets of $32bn, while the 
Santiago bourse has a capi- 
talisation of about $80bn. 

For foreign investors 
seeking bargains, the pick- 
ings are made slim by what 
many outsiders see as stiff 
entry restrictions. The 35 
per cent tax on capital 
gains and a one-year 
lock-in period mean most 
foreign Investors are lim- 
ited to the 25 stocks with 
ADR programmes. 


Imogen Mark 
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a reset target share price of In Helsinki, the general 
FFr740 lifted luxury goods index finished 82.85 lower at 


group Christian Dior by 
FFr20.00 to FFr652. 
FRANKFURT see -sawed 


3U57.97. 

AMSTERDAM remained in 
low gear with the AEX index 




Financials undermine Tokyo 




ASIA PACIFIC 


Australia 


Shares in TOKYO drifted 
lower as fresh weakness 
emerged in financial sector 
and high-technology shares, 
writes Gillian Tett. 

The Nikkei 225 average 
closed ii> per cent lower at 
16.585.51. after briefly rising 
above the psychologically 
important 17.000 barrier at 
the start of the week. 

However, trading was 
muted ahead of the gross 
domestic product data 
released after the markets 
had closed. Turnover was 
457m, down from 563m the 
previous day. 

Traders warned that the 
more significant market 
movements were likely to 
come today, after investors 
had digested the figures. 

The data were weaker 
than expected, and could 
trigger another fall in share 
prices, some traders said. 
The GDP data, which refer 
to the third calendar quar- 
ter, are considered particu- 
larly important because they 
provide the first signs that 
the weakness in the econ- 
omy seen over the summer 
did not stem from April's 
consumption tax increase 
alone. 


AH Ordinaries Index 
2400 



37.6 or 1.5 per cent at 2£62.*L 

There was said to be keen 
bargain hunting among 
resource stocks. WMC 
gained 31 cents to AS5.18 and 
Comalco rose 22 cents to 
AS6.22. BHP advanced 47 
cents to A$14.81 and Rio 
Tin to 40 cents to A$16.90. 

Among retailers. Wool- 
worth e rose 17 cents to 
A34.87 and Coles Myer 12 
cents to A$7.70. In banks, 
ANZ added 40 cents at 


ing being lifted next year to 
55 per cent from the current 
26 per cent, prompted a late 
rally. 

Having fallen by as much 
as 5 per cent during the day, 
the composite index ended at 
379.31, up 2,44. 

KUALA LUMPUR ended 
higher as the market contin- 
ued Its cautious recovery 
from recent lows. However, 
volumes were very thin and 
brokers cautioned against 
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Financial stocks domi- 
nated yesterday's trading, as 
investors continued to reas- 
sess the sector after the clo- 
sure of three major institu- 
tions last month. 

Yamaichi Securities, 
which announced it was 
closing last week, was the 
most heavily traded issue, 
with 92£m shares changing 
hands. It ended steady at Y2. 
Daiwa Bank, the second 
most heavily traded, added 
Y15 at Y330 while Yasuda 
Trust Bank closed Y6 lower 
at Y130. 

SYDNEY pushed higher 
for the fourth day, with the 
All Ordinaries Index adding 


A$20.44. 

WELLINGTON rose 53.19 
or 2JJ per cent to 2,391.94 on 
the 40 capital index follow- 
ing a strong rally for NZ 
Telecom and forestry shares. 
Telecom gained 27 cents to 
NZ$8.76 and Fletcher Chal- 
lenge Paper gained 18 cents 
to NZ$2.45. 

SEOUL ended little 
changed after a turbulent 
session dominated by South 
Korea's bail-out agreement 
with the IMF. 

Although the formal 
announcement was delayed 
until after the market's 
close, details of the package 
leaked out towards the end 
of trading. 

News of drastic market 
opening measures, with the 
foreign share ownership cell- 


rise. The composite index 
ended 11.11 higher at 548.06. 

TAIPEI finished almost 3 
per cent higher as investors, 
encouraged by signs of 
greater liquidity in the mar- 
ket, shrugged off political 
worries. Paper, steel and tex- 
tile shares all gained more 
than 5 per cent. The 
weighted index rose 222.98 to 
7.902.B51. 

HONG KONG had a vola- 
tile session with the Hang 
Seng index swing through 
an arc of almost 300 points 
before closing little changed 
at 11,207.58, up 8.77, 

Volume fell back from 
Tuesday's high levels 
although dealers reported ' 
interest from foreign lnstitu - 1 
tions during the afternoon i 
session. 
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FINANCIAL TIMES REVIEW OF THE AUTOMOTIVE INDUSTRY 


Thursday December 4 1997 


Haig Simonian considers the decision of 
three luxury carmakers to unveil their latest 
concept models far away from their 
environmentaily-sensitive domestic market 

German muscle is 
flexed overseas 


Not even Nietzsche could unravel 
the paradox of Germany’s big 
carmakers at present. At the 
Tokyo motor show in October, 
Mercedes-Benz, Volkswagen and 
BMW astounded their rivals with 
a trio of overblown and 
overpowered new models. 

' Mercedes-Benz showed off the 
Maybach, its concept for the 
plutocrat's car Of the tnillmninm- 
Longer, fatter and with much 
more muscle than its flagship 
limousines, the Maybach marts 
the company's bid to rival 
Rolls-Royce. If Ada’s current 
financial woes prove passing, the 
car, intended largely for the 
region's ultra-rich, should go on 
sale early next century. 

VW focused on the shocking 
yellow sportscar built to 
showcase its massive new 
12-cylinder, 5.6-litre engine. The 
show-stopping supercar, built in 
record time , highlighted the 
ambitions of Ferdinand PiSch, 
VW's combative chairman, to 
take on Mercedes-Benz in the 
luxury car league. 

Not to be outdone, BMW 
revealed its Z07. a two-seat 
convertible with the performance 
to leave most Ferraris at the - 
lights. Although the company 
has not commited itself to 
putting the car, expected to cost 
about DM200.000. into production, 
it looks certain to go ahead. 

Hie Germans' obsession with 
engineering machismo at Tokyo 
was not surprising: the 
companies were sending a 
message to Japan and to upstart 
manufacturers froufAsia that 


Europe - Germany in particular 
- was still a force to be reckoned 
with: The weak D-Mark, greater 
labour flexibility and an 
unparalleled new product 
offensive have shown Germany's 
leading carmakers in excellent 
health. 

T elling ly, however, the 
Germans chose to display their 
new ideas in Tokyo rather th«r> 
their own premier show in 
Frankfort the previous month. 
Such ostentatious cars - even if 
only concepts now - would have 
been lambasted by Germany's 
powerful Green movement 

Indeed, the high-powered 
German products contrasted 
starkly with the raft of 
ffnvrr fiTiTnffntall y- Tntn ripd new 
products and concepts revealed 
by Toyota, Honda, Mitsubishi 
and Japan’s other marques just 
across the central corridor. 

. The Japanese may have been 
influenced by the timing of thi* 
mouth’s big UN conference on 
climate change in Kyoto - the 
largest such gathering since the 
Rio Earth Summit of iuqg . But 
their commitment to greener 
vehicles powered by alternative 
fuels appeared both 
commercially-driven and 
genuine. 

The contrast has provoked 
doubts about how accurately 
Germany’s carmakers are 
reading the public's mood. Such 
doubts about possible 
misconceptions have been 
heightened by recent upsets, 
suggesting some cf Germany’s 
ot companies may not quite 


have their fingers on the pulse - 
or may be biting off more than 
they can chew. 

The mishaps involving 
Mercedes-Benz’s new A Class car 
have already been chronicled 
exhaustively in the media. 

Seldom has so proud a company 
been so humbled. Fewer pundits 
have noted the company's 
equally embarrassing iipridnn to 
ditch a planned new four-cylinder 
engine range because it did not 
perform adequately. 

Not that VW, which appears to 
be making a mission of 
challenging Mercedes-Benz, has 
reason to gloat. Production of the 
new Golf has been disrupted by 
VW’s eleventh-hour decision to 
strengthen the car's door pillars. 

Such modifications just before 
volume production are highly 
unusual and nail into question 
VW’s own test procedures. • 
Dealers have been left starved of 
product - to the extent that VW 
may compensate some German 
outlets which organised special 
launch parties only to discover 
they had been sent no Golfs to 
toast 

The resurgence of the German 
motor industry - including 
Porsche’s revival and 
productivity gains at Ford and 
Opel - bag been impressive, and 
belied doomsters who argued 
Germany would be marooned 
competitively by high costs and 
inflexible workers. But the latest 
events at Mercedes-Benz and VW 
indicate not all is in order yet no 
matter how soaring their latest 
ambitions. - 



Prospects looking bleak in Asia 


The economic earthquakes 
convulsing Asia and occasionally 
rocking South America have 
already rumbled ominously for 
the motor 'industry in both 
regions. 

Long-term growth forecasts for 
cars and commercial vehicles in 
Asia remain unchanged. Even 
shorter-term prospects for India 
and- China, potentially the 
region’s biggest markets, have 
not been downgraded in spite of 
bottoming bourses and collapsing 
currencies elsewhere. 

But from Tokyo to Thailand. 
prospects elsewhere in Asia look 
bleaker for the next few years. 
There are three broad categories: 
• The Japanese look secure. The 


home market has softened 
because of the weak economy 
and increased domestic sales tax. 
But although exports to 
south-east Asia will fall, the 
weak yen and manufacturers’ 
strong ranges mean sales to 
Europe and the US should take 
np some of the slack. 

• South Korea’s carmakers lace 
a tougher task. Turning to the 
International Monetary Fund 
spells belt-tightening at home, 
where the market is already 
saturated- Exports will be easier 
because of the wobbly won. But 
their perilous finances mean it is 
by no means certain all Korea's 
carmakers will remain 
independent long enough to 


enjoy stronger sales abroad. Kia, 
in spite of the government 
intervention, and Ssangyong look 
weak; even mighty S ams ung 
might have to scale back its 
motor industry ambitions. 

• Hie principle of “last in, first 
out” during crises suggests the 
region's newest carmakers will 
be most at risk. Proton and 
Perodua in Malaysia. Timor, and 
to a lesser extent, Bimantara, in 
Indonesia, all have big growth 
plans which now look awry. 

The Malaysians are better 
placed than their Indonesian 
counterparts. But even Proton 
will be pole-axed by crumbling 
domestic demand and steeply 
higher prices for the 


yen-denominated technology it 
buys from Japan. The cheaper 
ringgit will help exports, but 
foreign sales account for only a 
small part of turnover. 

What the long-term 
implications of the Asian crisis 
are for Indonesia's upstart 
carmakers remains unclear, but 
the prognosis is not good. Timor 
was already struggling; its 
prospects look dire now. Others, 
such as Bimantara, which 
planned to expand their motor 
activities - and depended on now 
hard-pressed Asian partners for 
cash and technology - can hardly 
smile. 

Haig Simonian 
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Hayek takes Smart 
step to his dream 


With the opening of the 
Micro Compact Car plant at 
Hambach in eastern France, 
Nicholas Hayek. the 
flamboyant head of 
Switzerland’s SMH watches 
group, has moved a step 
closer to bis dream of 
mass-producing the world’s* 
most revolutionary car. 

When sales of the Smart 
mini-vehicle start in 
continental Europe next 
March, Mr Hayek. an 
engineer who became 
Switzerland's “clock king", 
win see the realisation of an 
ambition which dates back 
to 198&. That was when he 
first hatched the idea of 
building a tiny two-seater 
“Swatchmobile" to promote 
urban mobility and cut 
city-centre congestion and 
pollution. 

Although the reception 
from many carmakers was 
frosty, both Volkswagen and 
Renault appeared receptive. 
“The auto industry is vary 
conservative. They work in a 
fortress,” he notes. 
Volkswagen pulled out of 
the project, to be replaced by 
Mercedes-Benz. 

The Smart could soon 
become a familiar feature on 
urban streets. But as 


production gathers pace, 
there are signs the 
irrepressible Mr Hayek, who 
wears up to three watches 
on each arm to showcase 
SMH’s 14 brands, may 
already be turning his 
attention elsewhere. 

In a complex deal in 
August, SMH sold the 
majority of its 49 per cent 
stake in Micro Compact Car 
to Mercedes-Benz, leaving 
the German group with SI 
per cent of the joint venture. 

Mr Hayek denies the sale 
was forced on SMH because 
of a slump in its share price 
as the investors started to 
fret about the financial 
burden of developing the 
Smart. “There had always 
been an agreement on what 
the investment would be. 
then Mercedes-Benz pushed 
it up. When we got the 
number, we said ‘who's 
going to firamno this?* This 
company makes SFr3.lbn. 
That’s about two weeks 
business for Mercedes-Benz." 

In return for selling part of 
SMH’s stake in the joint ven- 
ture, Mr Hayek took control 
of the MCC subsidiary 
behind the hybrid variant of 
the mini-car. While the first 
Smarts will be petrol and 


then diesel-powered, a 
hybrid has always been on 
the cards, he explains. “1 
wouldn’t have entered into 
an agreement (with Merced- 
es-Benz) if we didn’t have a 
development programme.” 

The precise timetable for 
launching the hybrid 
remains unclear, as do its 
technical details. The car 
Will be powered by an inter- 
nal combustion engine, 
which will generate electric- 
ity to power tiny motors on 
each wheel. The car should 
be economical enough to 
reach the motor industry’s 
so-far unachieved goal of 
travelling at least 100km on 
three litres of fuel - a big 
step to silence environmen- 
talists. 

But while the hybrid is 
intriguing, it is the possibil- 
ity of a four-seat Smart 
which is most perplexing 
analysts. Mr Hay ek himself 
is uncharacteristically silent 
on the subject. AH he says is 
that the deal cat with Mer- 
cedes-Benz leaves him free 
to develop the hybrid as he 
wishes. That could involve 
different body shapes, such 
as a four-seater or another 
partner, he says. 

Mercedes-Benz’s reluc- 



The ‘green agenda’ 
comes under scrutiny 


'•'8 


Haig Simonian talks with the Renault chairman 
ahead of the Kyoto environmental conference 


fance to get involved with a 
bigger variant may stem 
from the fact that It has 
already put its eggs into 
another basket The new A 
Glass hatchback is Mercedes- 
Benz’s answer to a four-seat 
mini car. The company has 
also pursued a different line 
of thought on alternative 
fuels - in the shape of a 


hydrogen-powered fuel-ceH. 

That leaves the ebullient 
Mr Hayek free to concen- 
trate on pushing ahead with 
other versions of the Smart 
“For me, solar power is the 
real fuel of the future, but 
only if I live to be 500 years 
old,” he says. 


Haig Simonian 


Magee the big casualty in Ford’s changes 


The biggest casualty of the 
shake-up at Ford of Europe 
was Keith Magee, bead of 
sales and marketing and for- 
merly the top Ford man on 
this side of the Atlantic, 
writes Haig Simonian. 

A genial Iowan whose wife 
worked as a volunteer in a 
London soup kitchen, Mr 
Magee is retiring at the less- 
than-fulsome age of 51 and 
barely 18 months after mov- 
ing to Britain. 

The background to the 
changes, which mark the 
return to Europe of Jim Don- 
aldson, a 54-year-old Scot 
who previously was bead of 


Ford's immensely profitable 
Truck Vehicle Centre in the 
US, are still unclear. 

Many pundits see Mr Don- 
aldson’s return as president 
of Ford of Europe - a post 
abolished under Ford chair- 
man Alex Trotman’s Ford 
2000 restructuring process - 
as further evidence that 
Ford 2000 is being partly 
unravelled by Jac Nasser. 
Trotman’s heir apparent. 

The other surprise retur- 
nee is Henry Wallace, who 
has made a name for himself 
sorting out the mess at 
Mazda, in which Ford has a 
controlling stake. Wallace 


became a household figure 
in Japan, where he even fea- 
tured in Mazda's advertising 

ram p aipK 

Mr Wallace's return to 
Europe - also in a new posi- 
tion as chipf financial officer 
and head of strategic plan- 
ning - is said to be for per- 
sonal reasons. Mr Wallace 
promised his family his Jap- 
anese stint would be strictly 
limited: although appointed 
president of Mazda in June 
last year, Mr Wallace went 
out to Hir oshima as execu- 
tive vice-president in Decem- 
ber 1993. 

Mr Wallace, who has 


worked outside his native 
UK for the past 17 years, 
says he only accepted the 
top Mazda job an condition it 
would be for no more longer 
than 18 months. But for Jap- 
anese managers used to mar- 
rying the company, his time 
at the top looks embarrass- 
ingly short and may increase 
resistance to other foreign- 
ers moving into Japanese 
management 

He has been succeeded by 
Jim Miller, one of a handful 
of Ford executives para- 
chuted into Mazda and seen 
for some time as his natural 
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successor. 


Jim Donaldson: his move 
prompts several changes 


Environmental issues are in 
the air again as leading 
policymakers and lobbyists 
meet in Kyoto this week for 
the biggest conference on 
climate change since the Rio 
“Earth Summit” of 1992. 

But while environ- 
mentalists stand together in 
their demands for .tougher 
reductions in carbon dioxide 
emissions - widely seen as a 
cause of climate change - 
the motor industry is 
divided in its response. 

Europe’s carmakers have 
responded more subtly than 
their “Big Three” US 
counterparts. General 
Motors. Ford and Chrysler 
are among the leading 
supporters of the Global 
Climate Coalition, the US 
pressure group that has 
spent about $i3m lobbying 
Washington to oppose any 
deal - on limiting the 
consumption of fossil ftiels. 

By contrast, Louis 
Schweitzer, president of the 
European Automobile 
Makers' Association (ACEA). 
wields no big sticks. “The 
problem of global warming 
is a global problem. Europe 
must do its fair share.” 

But the Renault chairman 
wants to encourage critics of 
cars to go beyond just 
emotional objections. He is 
not surprised that cars have 
become a focus of 
environmental ire. “The 
motor industry is Europe’s 
biggest manufacturing 
sector and symbolises 
private consumption.” 

But he argues that the 
problem of pollution Is not 
caused by new cars. “The 
problem is not with new 
vehicles, but with the 
existing stock of vehicles 
sold before environmental 
legislation camp into effect,” 

Critics have claimed such 
arg um ents dodge the iggua. 
But Mr Schweitzer supports 




Louis Schwa Har •Europe must do Its fair share* 


his point with figures. 

“In France, 80 per cent of 
the pollution from motor 
vehicles comes from the 20 
per cent of vehicles which 
are relatively old.“ The 
motor industry has made 
strides In reducing pollution. 
But as the average age of 
vehicles in circulation is 
rising, the industry is 
r unning just to Stand still, 

he argues. 

“The key problem in 
Europe is that the stock of 
cars is getting older. What- 
ever is done to reinforce that 
trend is bad for the environ- 
ment It also happens to be 
bad far the motor industry.” 

Mr Schweitzer is bullish 
about the long-term impact 
of technology to cut emis- 
sion levels. However, there 
are two crucial issues. The 


first is affordability. “If new 
cars are not affordable, they 
will not necessarily elimi- 
nate the problem of pollu- 
tion,” he says. 

The second concerns 
driver education. Pollution 
does not just dependen on a 
vehicle’s absolute fuel con- 
sumption. but on bow it is 
used and on road and traffic 
conditions in general, he 
notes. 

Such arguments contrast 
with the much bigger public 
relations stick being wielded 
by US carmakers. Detroit 
has warned about job losses 
and recession if Washington 
agrees to limit fossil fuel 
consumption. Presumably, 
the policymakers in Kyoto 
will distinguish which is the 
more sophisticated 
approach. 


::?.i nvs 


FT Automotive 


New and updated 


CN 


Providing complete and authoritative coverage of the global automotive industry 


FINANCIAL TIMES 
Automotive 


Authoritative Reports 


vianjfactunng 


D The World's Car Manufacturers 

A financial and oparatino renew 

D Revolutionising Now Product Development 
A WuquwS far success in Bn global automotive industry 


■ Environments! ;ssues 


Comoonents 


® □ Safe at Any Speed? 

The growth prospects for safety-related autwnotfve technology 

□ The Automotive Supply Chain 
New strategies for a new world order 

G The Car Aftermarket In Europe 

New threals, new opportunities 

D The Future of the European Automotive Industry 

Strategic perspectives from leading piayos 


G Automotive Recycling 

Opportunity or Cost? 

G World Class Vehicle Environmental Performance 

Strategies for success 

G Congested Roads, Crowded Markets 

Praffiabie sotubus for tile aidouvitive seefrit 

G Vehicle and Fuel Challenges Beyond 2005 
Market invacts of the EUk Auto OH programme 


Marketing a"C Retai; 


□ Motor Retailing 

Strategies tar the 21 st Century 

G Marketing Strategies in tin European Car Industry 

Forging efficient partnerships 


Emerging Markets 


® G The Chinese Antomotive Industry 

PfflaNs and opportunities to 2010 

G The Mexican Automotive Industry 

Prospects and opportunities lor the future 

® O The Polish Automotive Industry 

® G The Directory of Polish Automotive Component 

Manufacturers 

® □ The Hungarian Automotive Industry 
® O The Czech and Slovak Automotive Industries 


NEW REPORTS COMING SOON: 


The Global Thick Industry 

Loyally and Customer Relationship Management 

in the Automotive Industry 

The Intelligent Vehicle on the intelligent 

Highway 


Essential Monthly Newsletters 


dll) Q Automotive Emerging Markets 

’WWP . follows ttn davefaoinn automotive 


- follows the developing automotive 
rrorfots In -Asia •Central and Eastern 
Europe •Latin America -Africa. 


□ Antomotive 

Environment Analyst 

- assesses ail the erwionmena issues 
lacing the automotive Industry. 



Priced between E3Q0-E5B0 these publications are invaluable strategic resources 
for industry decision makers, analysts and consultants. 


To receive more information on any of fhe above publications, simply tick the box by 
the titlefsj of interest, complete your address details below and return this advertisement to 
FT Automotive on fax: +44 (0) 171 396 2275 or post it to: Adrian Gilbert. FT Automotive. 
Maple House. 149 Tottenham Court Road. London. W1P 9LL. UK. 


G Please send me the new FT Automotive publications catalogue 
Nams (Mr/Mi^Ms/Dr 


PositiOT/JoijWJe: 


Post/Zip code 


Fac 


mb Masai fat n» ■»»!«■ HMIy «« ** bfappu-hiwMn ■**»«■ hdcB« mm «■ 

nv^ arcs* wfepsMnnazn £? i?l 



□ Antomotive 

Components Analyst 

- analyses the trends and lactore affecting 
(he global automotive componerts Industry. 










w 





* n, 


H, 


i p 


• » ■, 





Scruti 

«*' *V,. , , 

' Mi - -C»v c ,. •;, 



' 

fl ■•■ ;■ 

? 

. 

>■•* • ■»• 
J.*ri ••-- ’ 

4 >*.--• 

<-rs. : ' * 

«S « - 


tea 



M * 



■X I > 

V • 


r* rn Nfw**" 


A* >wfr ? - 

* ■ W ^ ~ 

T ’ 
Mn" •'■ 
iiv' r 


A 


** *?«•; '• 
dk*". ** * 




FINANCIAL TIMES THURSDAY DECEMBER 4 1997 


III 


3 FT AUTO 


Commercial vehicles 


European sunshine clouded by Asian worries 

Worldwide uncertainties will lead to manufacturers redoubling efforts to cut costs and establish joint ventures, says Haig Simonian 


After a tough year in 
most markets, the outlook 
for the world's biggest com- 
mercial vehicle groups was 
looking up a little for 1993. 
But. just as the gloom 
was starting to lift in 
Europe and demand climbed 
even further than expected 
in North America, economic 
uncertainties in Asia and 
South America clouded the 
picture. 

- The new doubts caused by 
the crises of currencies and 
c onfid e nc e in emerging mar- 
kets means analysts are 
downgrading their forecasts 
for world demand in 1998. 
And . they are warning that 
the predicted riimh in sales 
may not ftiei htg-hgr profits 
as pricing may remain weak 
or even soften. 

Such commercial uncer- 
tainties are likely to acceler- 
ate the two decisive trends 
driving the commercial 
vehicles industry. Manufac- 
turers will redouble their 
efforts to reduce costs by 
developing more modular 
products, and they will work 
even harder on joint ven- 
tures. 

Both tendencies have been 
unmistakable in recent 
months. Volvo has tightened 
its links with Mitsubishi, its 
partner in the Ned car pas- 
senger cars joint venture, to 
include trucks. It is still 
unclear how far the relation- 
ship will go. However, Volvo 
has agreed to market a light 
Mitsubishi truck alongside 
its own 7 .5- tonne model in 
Europe from January. The 
two will also develop a 
future generation of middle- 
weight 73 to 18-tonne prod- 
ucts. And Volvo may supply 
axles and gearboxes for Mit- 
subsihi's heavy vehicles. 



The signs are there... economic worries from Asia to South America ere casting some doubt about sustained recovery In Europe 


Daf and Renault have also 
announced plans to work 
together on developing 
shared parts far future 6-to- 
1 9-t onne vehicles. The deal is 
expected to involve cabs, but 
may include engines and 
axles. 

The move is telling for 
both manufcaturers: it gives 
the first pointer to Dafs 
strategy following its pur- 
chase last year by Paccar, 
one of the biggest US truck- 
makers. And it shows Ren- 
ault's commercial vehicles 
side is now belatedly striv- 
ing to improve its lacklustre 
naming s by cutting costs. 


That strategy lay behind 
Renault’s decision earlier 
this year to sell its exhaust 
parts and air tank operations 
to Nelson, a US specialist, 
and effectively divest some 
of its gearbox activities to 
ZF of Germany, its existing 
joint venture partner. 

The French gr ou p is also 
trying to harness economies 
of scale in Its light van busi- 
ness by working more 
closely with GM. Undo: their 
deal, GM will rebadge Ren- 
ault’s wngfing Trafic range - 
to be called the Arena by 
GM in Britain. At a later 
stage, the companies will 


launch two new vehicles . to 
be built in Britain by IBC, 
the GM-Isuzu joint ven t u re, 
and by Renault in France. 

Closer co-oepratton is also 
under way at Leyland 
.Trucks, the independent UK 
tm ekm aker which produces 
the 45 and 55 light-medi- 
um weight range for itself 
and Daf. The signs are that 
Leyland Truck is also 
strengthening its links with 
Isuzu, for which it is already 
building light trucks under 
contract, amid signs it will 
next launch a Ley land-as- 
sembled 7.5 tonner. 

Other producers have been 


swallowing unpleasant medi- 
cine to improve their finan- 
cial health. In May, Iveco 
closed its Langley truck 
plant in the UK, transferring 
production of the Cargo to 
its main Brescia factory. The 
group has also concentrated 
cab production at Brescia 
after closing the assembly 
unit at its Maglrus-Deutz 
subsidiary in Germany. 

Truckmakers have also 
accelerated their efforts to 
develop more modular prod- 
ucts. Virtually every new 
vehicle on the market has 
been designed to share com- 
ponents - and even body 


Phot? Aahuy Aatiwood 

panels, such as cab doors - 
with other products in a 
manufacturers' range. 

Mercedes-Benz, the world’s 
biggest truckmaker, expects 
to save about DMlbn a year 
from simplifcations to its 
Actros heavy range. 

The Actros requires far 
fewer parts, cutting invento- 
ries and money tied up in 
working capital. And it is 
much easier to build than its 
predecessor, increasing pro- 
ductivity at the Wdrth plant 
Mercedes-Benz's strategy 
should emerge even more 
clearly with the launch of its 
new light-medium truck 


Local rivals battle for a bigger share 


Peugeot-Citroen and Renault have 
seen contrasting fortunes over the 
past year, writes David Owen 


FRANCE 


Commercial vehicles have 
had contrasting effects on 
the fortunes of France’s two 
main motor companies this 
year. 

At Peugeot- Citroen, the 
success of the group's light 
commercial vehicle range 
helped it offset the impact of 
a severely depressed domes- 
tic car market and report 
better-tban-expected first- 
half profits. 

At Renault, a strikingly 
improved interim result was 
nonetheless weighed down 
by a FFr216m loss at its Ren- 
ault VI truck and busmaking 
unit. The fuff-year loss is 
also expected to be "signifi- 
cant”, although smaller than 
last year’s loss of more than 
FFrTOOm. 

The company was hit by 
what it called a "price war in 
Europe". Its European mar- 
ket share dropped to 10.8 per 
cent, against 12.1 per cent In 
the first half of 1996, on a 
market for trucks over 5 
tonnes which contracted by 
more than 10 per cent 

Now, however, the Bou- 
logne Bfllancourt-based com- 
pany is making a concerted 
effort to turn the tables. This 
autumn, it launched a light 
commercial vehicle offensive 
designed to wrest back lead- 
ership of a European market 
which is growing faster than 
the car market and is said, 
for the moment, to offer bet- 
ter profit margins. Renault 
was the leader for 13 years 
before losing its position in 

1993. 


To make matters worse, 
leadership has now been 
taken by local rival Peugeot- 
Citroen, which claims 17.4 
per cent of the European 
market, with sales up more 
than 30 per cent in volume 
compared with the first nine 
months of last year. 

The two new Renault mod- 
els are the Kangoo Express 
light van, which was 
launched in. France in 
November and' will be avail- 
able throughout Europe by 
early next year, and the new 
Master commercial vehicle. 
They are likely to provide 
strong competition for rival 
manufacturers, Including 
Peugeot-Citroen. whose 
recent success has been 
largely attributable to the 
Peugeot Partner and Citroen 
Berlingo models, both 
launched in July 1996. 

In the longer term, 
Renault has also forged an 
alliance with General Motors 
of the US to develop and 
manufacture panel vans. 
The project will result in a 
replacement for the Trafic 
van range, which has. been 
one of . Europe’s 
biggest-selling vehicles in 
the sector but which is now 
more than a decade old. 
Overall investment on the 
Trafic replacement is 
expected to run to FFrL5bn. 

In the truck market, too, 
Renault VI has invested 
heavily in new models in 
recent years. May 1996 saw 
the launch of the Premium 
medium truck range. 

Though the mid-weight 
segment of the European 
market is particularly com- 



Ranautfs Kangoo Express has been launched In Ranee; soontt will be ovaBabla throughout Europe 


petitive, the company claims 
to have had a strong recep- 
tion, with more than 22300 
orders notched up by the 
end of October. It spent 
FFr300m in all on launch 


costs in 1996, of which 
FFr250m was for the Pre- 
mium. 

This year it has turned its 
attention to heavier models, 
unveiling its facelifted Mag- 


num in June and replacing 
the Maxtor heavy-duty truck 
with the K6rax. The long- 
awaited successor for the 
venerable Midliner 73 to 15- 
tonne range, meanwhile. 


should arrive before the end 
of the decade. 

The company is also mak- 
ing concerted efforts to cut 
costs by co-operating with 
rivals on speidflc projects. 
This year has brought new 
co-operation agreements 
with Daf Trucks and Nelson 
of the US, as well as the rein- 
forcement of cooperation cm 
gearboxes with ZF of Ger- 
many. A further cost-saving 
initiative is to try to make 
the most of synergies 
between the company's 
European operations and its 
Mack Trucks b usiness in the 
US. 

Analysts think the com- 
pany, whose geographic base 
is narrower than some 
rivals, should benefit from a 
recent upturn in the key 
French market. “They have 
been through fire and 
water," says John Lawson, 
motor Industry analyst with 
Salomon Brothers in Lon- 
don. But “France is going to 
have a much better end to 
the year than the start". 


European track de mand by sector 
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1995 

1998 

1997" 

1998* 

199ST 

2000* 

2001* 

2002* 

Austria" - 

22,731 

23.100 

25452 

25,128 

26345 

25,151 

24,852 

24,863 

24,445 

- Belgium 

• SB, 688 

32313. 

37.233 

46331 

49388 

50.057 

49375 

48311 

46308 

Denmark - 

16,728 

22360. 

24,019 

24,854 

25,709 

26,163 

26324 

26.114 

25379 

. EW 

.10*24 

11,403 

. : 1336T 

14,753 

.12349 

10,395 

. 9,685 

9312 

10.180 

Ftntand • • 

4,507 

8,479 

10382 

.11397 

- .12,476 

12329 

11,604 

11373 

0369 

Francs 

278*14 

308306 

330328 

324.159 

332350 

338.563 

338,557 

334,598 

325.730 

’ .Germany . 

. 288,031 

2S2.52S 

249,774 

267377 

271.713 

263429 

261,135 

263360 

261361 

Italy" 

. • 113378 

140,018 

144308 

' 142,110 

145489 

- 143341 . 

140,805 

139,124 

138377 

- Netherlands 

• '41331 

51332 ' 

65,115 

72.111 

73344 

74413 

76.423 

7332 7 

72,160 

• Norway • 

16,832 

19.933 

18,773 

20374 

18,485 

17,693 

. 17,423 

17398 

18313 

Portugal 

• 74378 

54381 

71318 

78,115 

79,726 

33381 

B2.412 

80.648 

78390 

Spain 

109,089 

111,838 

128316 

■ 151,102 

153,631 

155,562 

153,652 

148337 

'143.733 

Sweden 

- 8317 

11v401 

.15480 

17391 

. 16.581 

16316 

16,167 

15,138 

14,800 

Switzerland 

19,583 

20352 

20,997 

' 23,420 . 

26347 

27,761 

29369 

2B381 

. 26.498 

• uk'. • 

172,745 

186.547 

194377. 

. 211,538 

217,480 

219,153 

218,823 

214,877 

209,039 

Total 

1,190340 

1384347 

1350^733 . 

1431.156 ' 

1460362 

1484307 

1,458406 

1434381 

1405400 

N Medium trucks (5-15 tonnes) 








Austria . 

. .1385 

1,190 

1324 

' 906 

983 

1,007' 

076 

955 

961 

Belgium 

1370 

1,688 

1.8M ' 

1,781 . 

1336 

1392 

1,732 

1,572 

1,811 

Denmark . 

515 

589 

568 

544 

551 

581 . 

524 

465 

440 

are - 

- 840 

825 

782 

827 • 

769 

824 

805 

757 

650 

‘JFMml* '< • 

-107 

335 

409 

347 

359 

. 330 

371 

470 

422 

- .Fiance 

7333 

9350 

9,461 

. 9362 

10311 

10,546 

10,775 

11,022 

10301 

Germary 

29310 

29386 

27321 

28487 

27318 

27,602 

28341 

27,723 

27.184 

My-. 

, 83t1 

8333 

8356 ' 

7,643 

7.784 

8358 

8,945 

9332 

0,704 

Netherlands 

1304 

. 1326 

2,094 

1312 

1,928 

1,956 

1377 

1.002 

1376 

Norway 

• 774 

053 

929 

951 

802 

768 

840 

879 

750 

'Portugal 

1324 

1358 

1,192- 

1480 

1365 

2310 

2,042 

2.184 

2372 

Spain ■- 

4JQ7 

. 5323 

'. 5311 - 

5 338 

6,538 

6309 

6,871 

7,195 

7,450 

Sweden. ' • 

435 

442 

544 

003 . 

627 

849 

868 

633 . 

624 

Switzerland . 

277 

315 

271 

281 

302. 

339 

382 

392 

361 

UK •• . .. . 

15,448 

. 17,220 ■ 

-17,102 

14395 . 

15329 

16,494 

16,003 

16,852 

. 18.1 9S 

Total 

72380 

79321 

78358 

73355 

77420 

79,744 

61322 

02313 

81401 

■ Haavytrucka, rigkfa & artics (15 tortnasrphis) 







Austria 

4478 

. 4381 

4,669 

5385 

5378 

4,987 

4,717 

4383 

5345 

Belgium 

4,833 

7.176 

6342 

7,105 

7467 

7,676 

7,062 

6,523 

8357 

Denmark . 

2,763 

4337 

4,138 

.4.105 

4377 

4,532 

4,163 

3,750 

3335 

Ore 

1 309. 

1,638 

1330 

1.840 

1,643 

1,477 

1,838 

1364 

1368 

FWand . 

1300 

2377 

2,198- 

2 , mo 

1362 

1313 

1,960 

2,063 

1,883 

- France . . 

24314 

31324 

33366 

29,055 

30367 

32393 

33354 

35311 

34373 

Germany 

36.412 

42,305 

40349 

41326 

42,984 

43319 

43,009 

41,081 

41306 

Italy - 

. 0360 

15,443 

16380. 

14308 

13,463 

14,703 

15358 

16,109 

16393 

NeOw". 

8329 

10371 

12448 

11,109 

11,803 . 

12300 

12,535 

11,724 

11322 

Norway 

g'ng5 

2,755 

2345 

3334 

2320 

2,145 

2315 

2463 

2,057 

Portugal 

1,432 

1305 

2,146 

2309 

3,008 

3394 

3.049 

3,176 

3331 

Spain . --' 

7448 

11316 = 

10357 

13369 

13318 

12.108 

13.006 

13306 

13312 

. Sweden - 

0,115 

2341 

4311 

3399 

3,129 

3464 

3311 

4.075 

3357 

Switzerland 

1,746 

2,497 

2316 

2344 

2,433 

2.744 

2,956 

3.111 

2.999 

UK ■ 

26368 

32356 

30,056 

25,010 

26335 

29330 

31,176 

31,488 

30,153 

Total 

136,671 

175301 

175.452 

188308 

169,785 

175.885 

180,969 

181.816 

17B.992 

* Estimates 







Source: DRl/McGraw-Hfll 


range next year. The new 
vehicle, called the Atego, is 
expected to share many fea- 
tures with the Actros. 

Joint ventures and modu- 
larisation may not be 
enough, however, to see the 
industry through potential 
minefields ahead. Scania pre- 
dicted big savings in assem- 
bly times for Its new 4 Series 
heavy vehicle last year. In 
fact, the range has turned 
out to be significantly more 
expensive to produce than 
expected, partly explaining 
the sharp deterioration in 
Scania's profits since its flo- 
tation. 

Volvo's plans to save 
money by developing a fam- 
ily of modular heavy trucks 
around the world have also 
been becalmed. The problem 
is not the product: the new 
US-built VN range shares 
much with the well-regarded 
FH family sold in Europe. 
Volvo's US problems, rather, 
have stemmed from its slid- 
ing market share which has 
still not been fully reversed, 
in spite of the unexpectedly 
buoyant US market this 
year. 

Whether more joint 
ventures and use of modules 
will be enough to improve 
truckmakers' profits and 
maintain the Industry's 
current structure remains 
uncertain, however. Much 
depends on demand in South 
America - where most of the 
big manufacturers build 
vehicles - and Asia, where 
they are less - but still 
significantly - exposed. 


It is already dear that sal- 
vation will not come from 
any windfall rise in demand, 
nor the surprise collapse of 
one manufacturer, helping 
to reduce the industry's 
chronic overcapacity. 

Daf. the smallest of the 
main European truckmakers 
and for years the weakest 
link, has found a strong new 
parent in Paccar. Attention 
has now turned to the future 
of MAN, the next-smallest 
brand, amid speculation it 
may be snapped up by 
Volkswagcn. Even Scania's 
future has come into ques- 
tion. 

External salvation has 
been no more apparent in 
North America. This year's 
widely-predicted collapse in 
heavy truck sales turned 
into Just the opposite and 
demand should recover even 
more next year. That has 
probably postponed any 
futher rationalisation in the 
industry, in spite of the 
widely -held belief that this 
year's decision by Ford to 
pull out of heavy trucks may 
not be the last of Its kind. 

Even Navistar, for many 
analysts a chronically weak 
producer, has gained a new 
lease of life in heavy trucks 
after a union deal, meaning 
the company will Invest in a 
new Class 8 product. 

The upshot of the changes 
is that while the pain in the 
world of commercial vehicles 
- especially heavy trucks - 
has not worsened signifi- 
cantly, it has not got any 
better either. 
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Two-horse race has 
a fresh competitor 


TT77 


I 

Stiff competition from Germany has put Volvo 
and Scania under pressure, writes Tim Burt 


SCANDINAVIA 


Scandinavia's commercial 
vehicle industry has long 
been a race between Scania 
and Volvo, the Swedish 
truck and bus 
manufacturers. But in the 
past year they have seen 
their market share in 
Europe threatened by an 
Increasingly aggressive 
Mercedes-Benz. 

The Scandinavian 
manufacturers, regarded as 
some of the most 
cost-efficient in the industry, 
have been squeezed by their 
German rival's decision to 
adopt a highly competitive 
pricing strategy in a bid to 
increase volumes. 

So, although orders in 
Europe are almost 20 per 
cent higher than last year, 
northern Europe's truck 
manufacturers have yet to 
see the benefit - particularly 

Scania. 

The former commercial 
vehicle flagship of Sweden's 
Wallenberg business empire, 
which was floated last year, 
appears to be more 
vulnerable than Volvo to 
pricing pressure from 
Mercedes-Benz because of its 
dependence on the heavy 
truck market 

Unlike Volvo, Scania does 
not have the broad product 
range or geographic spread 
to offset problems in its own 
backyard. It admitted as 
much recently when it 
warned that the pricing 
climate would hold back its 
profits this year. 

Scanla’s diffirniitfas have 
been compounded by 
higher-tban-expected 
production costs and low 
selling prices for its Series 4 


truck, the much-vaunted 
successor to its Series 8 
vehicle. When it first 
launched the track, on 
which much of its future 
profit depends, the c ompan y 
had hoped to realise 
significant productivity 
gains and command 

premium, prices. 

So far, that has not 
happened - at least in 
Europe. Moreover, 
competitors are be ginning to 
imitate the company's 

industry-leading production 
methods, based an modular 
manufacturing and common 
components in all markets. 
This could threaten the 
enhanced productivity and 
better-than-average margins 
enjoyed by Scania. 

The company is not 
slipping, of course: the 

others are catching up. 

IF it is to remain the best 
managed and efficient 
manufacturer in the sector, 
it will have to ensure that 
the jannrh of the Series 4 in 
Brazil - one of its largest 
markets - proves a success. 
Given the state of the 
Brazilian economy and 
recent tax increases, 

buoyant demand is not 
guaranteed. 

Volvo does not have so 
much riding on the success 
of one vehicle. It has 
pursued a more aggressive 
global expansion strategy, 
mainly in North America, 
south-east Asia and fihinn 
to offset pricing pressures in 
Europe. 

While Scania saw pre-tax 
profits in the first nlna 
months of this year fall from 
Skr2.14bn to SkrlBSbn. Vol- 
vo's truck division more 
than doubled its profits from 
Skr413m to Skr99Qm. 


String of new 
models shape 


a surprise 


Truckmakers are benefiting from 
renewed demand at home and 
abroad, writes Graham Bowley 


GERMANY 


Germany’s commercial 
trucks market has revived 
strongly this year, leading 
tbe general pick-up through- 
out Europe. The recovery 
has been typified by the suc- 
cessful turn-around by 
Daimler-Benz, the country's 
biggest industrial group and 
the global truck industry 
leader. 

“The German market has 
been the big surprise for us,” 
says John Lawson, 
automotive analyst at 
Salomon Brothers in 
London. “Prospects for the 
remainder of the year 
remain positive.” 

The main reason for the 
German revival, according to 
Phillipp Rosengarten, auto- 
motive analyst at Standard 
& Poor’s DRI in London, is 
the introduction of a series 
of new truck models. This 
has led to renewed demand 
for commercial vehicles, 
despite the depressed nature 
of the German economy, in 
particular tbe slow-down in 

construction. 

German truck manufactur- 
ers such as Daimler-Benz 
and MAN have also bene- 
fited from strong export 
demand, an area where the 
weak D-Mark has helped. 
Asia and eastern Europe 
have been the regions which 
have provided especially 
strong demand for Ger- 
many's manufac tu re r s 

Salomon Brothers notes in 
a research paper that 
although the German mar- 
ket had shown “only 1 per 
cent growth through [to] 
August 1997, August itself 
showed a 12 per cent 
increase in sales”. It esti- 
mated that Germany would 
account for around 25 per 
cent of the European trucks 
market this year. 

Mr Rosengarten estimated 
that new registrations of 
lightweight trucks would 
grow at a heady rate of 7.3 
per cent this year to 268,000 
units. This would come after 
a 5 per cent drop last year to 
250,000. He expects growth to 
be more stable next year, 
with registrations rising 1.4 


per cent to around 272,000. 

“This is an impressive 
number,” he said. 

Sales of heavy trucks are 
forecast by Standard & 
Poor's DRI to rise 1.2 per 
cent this year to 68*500, after 
declining 6.4 per cent to 
67,500 last year. They are 
expected to grow 2.6 per cent 
to around 70.000 next year. 

Daimler-Benz is the com- 
pany benefiting most from 
the introduction of new mod- 
els, including the new 
Actros truck. “As Mercedes- 
Benz is the market leader 
this of course has a very 
important effect on the mar- 
ket in total," said Mr Rosen- 
garten. 

According to Salomon 
Brothers, Mercedes-Benz has 
about half of the German 
heavy and medium-size 
truck market and around 
half of its sales this year and I 
in 1998 are expected to be in 
Germany. The new Actros 
has been able to compete 
with rivals, which had ini- 
tially dented Mercedes' sales 
by tempting traditional cus- 
tomers away, Salomon said. 

Mercedes has also bene- 
fited from the fact that its 
trucks already make up 
about one-third of Europe’s 
vehicle fleet and that the 
company offers good service 
support backed by a wide 
dealer network. 

“It is clearly more advan- 
tageous for big operators 
currently running Mercedes 
- and with 30 per cent of 
Europe's vehicle fleet being 
Mercedes, many do - to pro- 
mote commonality in the 
fleet,” said Salomon. 

Mercedes' revival has 
eclipsed MAN, the other big 
German tracks mater which 
has around a 30 per cent 
share of the German heavy 
trucks market 

“Daimler, the global truck 
industry leader, is gaining 
European share as its Actros 
truck restores some of its 
former position in European 
markets,” said Mr Lawson. 
“Cost reductions in the com- 
pany and the leverage from 
North and Latin. American 
markets make this company 
the clearest beneficiary of 
tbe current truck upswin g. " 


But given its relatively 
large size in the industry, 
some analysts question 
whether it can continue to 
grow organically, if not, it 
will have to look for alliance 
partners or acquisitions. 

Volvo's senior manage- 
ment recently showed it 
shared those concerns by 
announcing plans to extend 
its co-operation agreement 
with Mitsubishi Motors of 
Japan to include trucks. The 
two companies, which make 
cars on the same production 
line in the Netherlands, have 
agreed to develop a new line 
of medium-duty trucks and 
share components cm heav- 
ier vehicles. 

While the deal promises 
economies of scale, it should 
also give Volvo access to 
Mitsubishi’s latest amission 
controls equipment 

That all looks promising. 



Cinders waits 
for the ball 


The market holds firm without 
incentives, says Paul Betts 




Not quite home from home, but cab comforts have Improved ki recent years 


Bat Volvo still lacks critical 
mass in North America, and 
might need to consider 
acquisitions to compete. 

Both Scandinavian manu- 
facturers, meanwhile, may 
need to consider consolida- 
tion at home. A question 


mar k r emains over whether 
Scania rer> remain an inde- 
pendent business, and 
whether Volvo trucks can 
withstand long-term pricing 
pressure from Mercedes- 
Benz. 

One simple solution might 


be for them to fall into each 
other’s arms. But as one 
iRftding industry analyst put 
It: “In heavy trucks - 
whether yon are making 
thpm or driving *v»wm - it is 
not always easy to take the 
most direct route." 


Italy's commercial vehicle 
industry Is the Cinderella of 
the country's automotive 
market, which is set for a 
record year. Government 
incentives for buyers of new 
cars have significantly 
boosted demand, and new 
car registrations are expec- 
ted to reach 2.4m this year. 

But the commercial 
vehicle sector will show no 
such spectacular growth. 
Tbe discounts offered for all 
those replacing cars that are 
10 years old or more with 
new ones have not been 
extended to vans and light 
trades. 

At best, the commercial 
vehicle market is likely to 
show a slight improvement 
on last year, with new regis- 
trations this year of a little 


more than the 252JJ00 total 
for 1996. 

Commercial vehicle manu- 
facturers say this perfor- 
mance is nonetheless 
encouraging. For even with- 
out Incentives, the market 
has managed to hold up and 
new orders have been rising 
since early summer. 

All tbe mare encouraging 
is the fact that the sector 
enjoyed a boost last year 
from incentives granted 
under the so-called Tremonti 
Law whereby companies 
received tax breaks for 
acquiring new commercial 
vehicles. These fiscal incen- 
tives helped tbe market rise 
from 147,000 new registra- 
tions in 1995 to 152,000 last 
year despite the economic 
slump in Italy. 

Rosario Abate, in charge 


Continued on faring page 
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Commercial vehicles 


Tough rules on the way 

Manufacturers are facing difficult economic conditions and heavy 
investment to meet emission controls, says Michiyo Nakamoto 


Japan cm track production by manufacturer and wi g ht fa ct o r 


JAPAN 


Japan's commercial vehicle 
manufacturers are bracing 
themselves for a difficult few 


After a worse-than- 

expected slump in the first 
half of this fiscal year [to 
March), a cut in public 
works projects amid sluggish 
economic activity t j i rMtant 
to depress demand further. 

Meanwhile, stricter rules 
on emissions, which are to 
be introduced over the next 
few years, have forced 
truckmakers to invest 
heavily in research and 
development, as well as 
manufacturing facilities that 
are needed to produce 
engines that meet the new 
requirements. The downturn 
in Asian markets triggered 
by currency turmoil has also 
added to their woes. 

For Japanese truck- 
makers, the market situation 
this year is far worse than 


they had envisaged initially. 
Demand fell more than 
expected in the first half in 
reaction to the increase tn 
consumption tax from 3 per 
cent to 5 per cent in ApriL 
As a result, the industry 
forecast for sales this fiscal 
year has been lowered 
from 144,000 units in the 
domestic market to 131,000 
units. 

“The problem is that the 
drop in demand fc large and 
the economy is stagnant 
The downward revision to 
the. second half was made 
due to the view that the 
economy will remain weak," 
notes Mr Eikichi Inoue. 
deputy general manager of 
public relations at Hino 
Motors, the largest of 
Japan’s commercial vehicle 
makers. “We expect that 
there could even be less 
demand and tha t sales COUld 
fall below even 130,000 
depending an the economic 
situation,'’ be says. 

The decline in demand is 


spurring intense competition 
in the domestic market, 
which provides 70 to BO per 
cent of revenues, says 
Matthew Roddick, industry 
analyst at HSBC James 
CapeL “There are simply too 
many truck manufacturers 
in Japan.” 

Of the companies which 
dominate the Japanese truck 
market, Hino and Mitsubishi 
are engaged in a fierce battle 
for market share, Mr 
Roddick points out. 

Hino. the largest 
truckmaker, aims to 
increase its share of the 
medium and heavy duty 
truck market from 29 per 
cent to over 30 per cent. Part 
of its agenda Includes 
expanding into the small 
truck segment where it 
currently procures 
two-tonne trades on an OEM 
basis from Toyota, a 
significant shareholder with 
15.5 per cent. Hino is 
developing its own 
two-tonne model, which it 


wfil introduce from 1999. 

The market for two-tonne 
trucks is dominated by Isuzu 
and Mitsubishi Motors, 
which together have a 65 per 
cent share of the market. 
Hino, which has 
concentrated on the medium 
to heavy truck sector, 
comprising tracks weighing 
more th«m 2L5 tonnes, frp g a 
modest share of the 
two-tonne truck market 
' However, Hino believes 
that having a two-tonne 
truck in Us range will 
increase its overall chances 
In the market by fj . ntp g out 
its range of models on offer. 
“It has been our long-term 
aim to have two-tonne 
trucks. Customers say they 
want to stock the entire 
range of their trucks with 
Hino product. Without a 
two-tonne model we can’t be 
a truly integrated 
manufacturer,” Mr Inoue 
says. 

The intense competition 
for market Share is putting 



IBM 

1996 

1906 

■ 1987“ 

1996* 

1999* 

2000* • 

2001’ 

2002* 

M Hino 

Meefium 

40,951 

4O087 

44,903 

46.865 

43370 

44.063 

44,724 

44,755 

44354 

Heavy 

27.718 

35.000 

27,519 

25.830 

25.600 

28,753 

31,053 

32.403 

32.735 

Total 

68,669 

75,087 

72*422 

71395 

69.170 

72316 

75.777 

77.158 

77,569 

■ tsuzu 

Medium . 

7739B 

72.294 

74334 

78.178 

7S.746 

77363 

7S378 

81318 

83329 

Heavy 

15,268 

22.929 

18.640 

19.106 

17340 

18322 

. 19.196 

19,910 

19319 

Total - 

92366 

95,223 

92374 

97384 

93386 

95365 

99.074 

101328 

103,148 

■ MtwDtfiM 

Medium 

35^092 

39305 

35377 

37363 

36325 

39,375 

42,771 

44356 

45,158 

Heavy 

17,258 

24,351 

18,778 

16348 

16.480 

18308 

20332 

20386 

21.396 

Total 

56348 

64256 

54,655 

54308 


58373 

83,003 

65342 

06,554 

■ Nlaaan Dteeel 

Medium 

25301 

23.566 

25398 

26.795 

25339 

26350 

27,147 

27372 

28350 

Heavy 

18JJ37 

27.883 

20540 

20.418 

20,080 

22326 

23,619 

24,400 

24,850 

■ Total 

45.538 

51,250 

46338 

47313 

45.419 

48,476 

50,766 

52372 

53.000 

■ Toyota 

Medium 

4,432 

2,580 

676 

698 

820 

760 

781 

799 

810 

■ Totals 

Medken 

187.175 

178*432 

1S1.1SS 

188.099 

382300 

187301 

195301 

199.800 

20230 1 

Heavy 

7M77 

103373 

85377 

82,000 

80.000 

88,199 

94.100 

97399 

96.600 
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pressure on prices and 
eroding profit margins. Cost 
pressures are also on the rise 
as a result of new emission 
regulations that come into 
effect over the next few 
years. 

Japanese exports have 
been bit hard by the 
downturn in Asian markets. 
Hino, for example, had 
expected to export 13,000 
units to Thailand this year, 


36 per cent of its total 
exports. However, exports to 
Thailand in the first six 
months totalled only 4,700 
units, leading to a revised 
export forecast of 27,200 for 
the year. 

Furthermore, the Thai 
market for pick-up trucks, 
such as the Hi-Lux which 
Hino manufactures for 
Toyota, has been battered by 
the after-effects of the baht’s 


devaluation. As a result, 
initial forecasts of 319.000 
units in consignment orders 
has had to be revised to 
252,00a 

Hino. which has halted 
production in Thailand for 
the rest of the year, expects 
demand there to remain 
weak for another two to 
three years. 

Against all these negative 
factors, there is at least one 


Source: JAMA 

bright spot on the horizon. 
Many Japanese companies 
which use commercial 
vehicles bought the trucks 
they use now during the last 
peak of economic growth in 
the late 1980s and early 
1990s. Since most trucks 
have a useful lifespan of 
about eight to 10 years, 
manufacturers are expecting 
replacement demand to 
support the market. 





:o the next wave of 
i|g,the automotive world 


Introdiang Visteon. With 94 years 
automotive experience behind us. 
And a whole new system for doing 
business ahead of us. 

The fact is, we already have 68 
manufacturing fecities on fis<e 
continents. 2,000 patents issued 
and penefr^ the widdowa: And 
78,000 entrepreneurs on board 

And stating todays we have a brand 
new vision of how to put it al to work 
for you. Just think of the possfoities. 

Wfe already have 

To ftid out more, in the US and 
Canada oil 1 -888-2V1STEON. 
Elsewhere, del your US international 
access code plus 313-396-5145. 

And visit our nav web site at 
wwwvisteonetam 


Kia bankruptcy 
may lead to 
restructuring 

Truck unit is likely to be a target 
for Daewoo, says John Burton 


SOUTH KOREA 


The South Korean 
commercial vehicle industry 
could be heading for a signif- 
icant restructuring following 
the recent bankruptcy of the 
Kia motor group. 

Kia Motors mid its truck 
subsidiary, Asia Motors, 
have the second-largest 
Share Of nation's onrnmgrciftl 
vehicle market with a com- 
bined 41 per cent, against 47 
per cent for Hyundai, 
Korea’s largest automotive 
company. 

The problems at Kia partly 
reflected a downturn in sales 
for commercial vehicles 
because of a sluggish econ- 
omy. Capacity utilisation at 
Asia Motors, which has a 
total output of 255.000 
vehicles a year, fell to a 
mere 21 per cent last year 
against 79 per cent for Hyun- 
dai's commercial vehicle pro- 
duction. 

The poor sales aggravated 
Asia Motors’ difficulties in 
paying debts of nearly $2bn, 
which it has amassed after a 
recent expansion of its 
plant facilities. A similar 
loss of sales for Kia’s car 
division left Korea’s 
eighth-largest conglomerate 
unable to service total debts 
of $io.5bn. 

The fate of the Kia group 
is now in the hands of the 
Korean government, which 
has taken a controlling stake 
in an effort to prevent plant 
closures and job losses. 

The government initially 
said that it would sell Asia 
Motors, while it would try to 
nurse Kia Motors back to 
health. But Jin Nyun, a for- 


mer labour minister who has 
been appointed as the new 
chairman of Kia by the gov- 
ernment, has suggested that 
he might merge Asia Motors 
with Kia Motors instead of 
selling it. 

Daewoo. Korea's fourth 
largest conglomerate, is 
likely to buy Asia Motors if 
the government proceeds 
with its plan to sell it. 
Although Daewoo is the 
nation’s second-biggest car- 
maker, its commercial 
vehicle operations are small 
and account for only 5 per 
cent of the domestic market 

Nonetheless. Daewoo has 
ambitions to become a big 
truck producer, and it 
recently developed a fuU 
range of tracks and buses. 

Daewoo's emphasis on 
overseas production would 
help boost foreign sales for 
Korean commercial vehicles, 
which accounted for only 12 
per cent of the 1 . 15 m 
vehicles the nation exported 
last year. 

A possible acquisition of 
Asia Motors by Daewoo 
would increase the latter's 
share of the domestic com- 
mercial vehicle market to 12 
per cent 

Meanwhile, analysts are 
speculating about the future 
of Ssangyong Motors, which 
has 6 per cent of Korean 
commercial vehicle market 
Ssangyong is producing com- 
mercial vehicles, such as 
light vans, under licence 
from Mercedes-Benz for 
export to the Asian market 
But Ssangyong's recent 
expansion into passenger car 
production has left the com- 
pany with a huge debt bur- 
den of 50 times equity. 
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Italy’s Cinderella 


Continued from facing page 


of commercial vehicles at 
Fiat Auto, Italy's dominant 
carmaker, is relatively opti- 
mistic. “We have been see- 
ing an improving trend dur- 
ing the past two years and 
we expect it to continue next 
year," he says. 

The commercial vehicle 
market has traditionally 
been regarded as reflecting 
the state of the economy as a 
whole because its perfor- 
mance is closely correlated 
with industrial activity in 
general 

The signs in recent 
months have indicated a 
recovery In Italian industrial 
production which has been 
mirrored by the resilience of 
the commercial vehicles 
market this year despite the 
absence of the Tremonti 
incentives. 

hi the first 10 months of 
this year, registrations have 
grown by nearly 3 per cent 
to 123399 vehicles, compared 
with nearly 120,000 in the 
same period last year. Italian 
manufacturers consolidated 
their hold on the market 

with a 57 per cent share. 

Flat Auto had nearly 40 
per cent of the market, with 


the Turin conglomerate's 
Iveco heavy truck subsid- 
iary, taking a further 13 per 
cent Piaggio. which builds 
only very light commercial 
vehicles, had 4 per cent of 
the market 

Fiat Auto has been 
steadily recovering market 
share since 1994 following 

the successful launch first of 

its Ducato vehicle (part of 
the Italian group’s commer- 
cial vehicle manufacturing 
joint venture with the 
French Peugeot-Citrofin 
group) and then of the 
Scudo, another vehicle 
involved in the French joint 
venture. 

From its 32.9 per cent 
share of the Italian market 
flat Auto has steadily 
climbed back to 36 per cent 
in 1995 and to 393 pm* cent 
last year. It is now consoli- 
dating at 40 per cent 

The Turin company 
expects to reinforce further 
its grip on the market with 
the replacement of its small 
Fiorino van to be produced 
in Brazil In 1999 or 2000. It is 
also planning a van version 
of its new Palio world car for 
1999 which will again be pro- 
duced, initially at least in 
Brazil 
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Truckmakers drive a long and twisting road 


Several short-term factors, such as problems on the railways, 
offer hope for a relatively buoyant time, writes Richard Waters 


North American truck production by w eigh t sector and mauufaotunr 


(US and Canada com b ined) 


THE US 


The recent jump In 
industrial production in the 
US has come like a shot of 
adrenalin for the country's 
labouring heavy truck 
industry. But, given the 
stop-start nature of demand 
for trucks recently - not to 
mention the ageing of the 
American economic 
expansion, which has now 
gone on for six years - this 


may be Just one more turn 
in what has become a 
twisting and tortuous road 
for the heavy truckmakers. 

For now. at least, things 
look relatively good. The 
output from American 
factories - the most obvious 
factor that drives truck sales 
- soared in the third quarter 
after recording solid gains in 
the first six months. With 
the manufacturing sector set 
to advance by around 45 per 
cent for the year as a whole. 


1997 should see at least a 
partial reversal of last year’s 
slump in heavy truck sales, 
with a strong start ahead for 
1998. 

Volvo's US truck arm says 
it expects sales of Class 8 
trucks - the type that drag 
trailers around American 
roads - to reach around 
176,000 this year, against last 
year's 170,000. With a 
backlog of orders already 
stretching to around 128,000 
vehicles, it adds, sales next 



Problems on Union Pacific raa have led to more freight being canted by road 


year could rebound -to 
190,000. This would be not 
for short of the record 
201,000 trucks sold in the US 
in 1995. 

Several short-term factors 
could help in makin g the 
next few months a relatively 
buoyant time for most 

truckmakers. The severe 
bottlenecks that have built 
up in the Union Pacific rafl 
network in recent months 
have forced some freight on 
to the roads, boosting 
demand for vehicles, says 
Bruce Plaxton of MacKay, an 
Illinois-based research and 
consulting firm in the heavy 
machinery industry, 

Also, he says, a two-month 
hiatus in production early 
next year as Freightliner 
shifts production of its 
recently-acquired Ford 
heavy truck operations - 
now renamed Sterling - will 
cut capacity temporarily and 
help other manufactures. 

The short-term boost, 
however, will not solve the 
deeper problems that have 
bedevilled North America's 
heavy truckmakers. 
Profitability has been patchy 
in an industry that has 
suffered from lumpy 
demand, severe price 
pressure and mixed success 
in productivity. 

There have been attempts 
to get to grips with some of 
these problems. Volvo, 
which saw its share of 
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vehicle sales foil from 
around 12.5 per cent in the 
early 1990s to 9.1 per cent 
last year, has spent the last 
year overhauling the 
management of its truck 
operations in the US and 
reached an agreement to buy 
out General Motors' 
minority stake in the 
business. 

Ford Motor has quit the 
business with the sale of its 
heavy truck operations to 
Freightliner, which is owned 
by Daimler-Benz. That will 
leave the German company 
with around 35 per cent of 
the US market - a powerful 
position to challenge some of 
the smaller players in the 
years ahead. 

Picking the next possible 


victim of this fiercely 
competitive market is not 
easy. Until recently, 
Navistar, with a foiling 
market share and high 
labour costs, was at the tap 
of most peoples’ lists. 

In the first 10 months of 
this year, though, its market 
share climbed back to 19.4 
per cent, from 16.7 per cent 
for the whole of last year, 
and a recent union 
agreement seems to have set 
the stage for more efficient 
working practices at the 
company. 

When the US economy 
next runs into the sand, 
however, the pressures 
under which the truck 
makers have struggled are 
likely to return quickly. 


Brakes slammed on as markets slide 


Buyers adopt a wait-and-see 
policy as pressures mount. 
Jonathan Wheatley reports 


Brazilian truck jwudiietion by manufacturer t manufacturer 


BRAZIL 


Brazil's commercial vehicles 
industry held its annual 
trade fair only a matter of 
days before turmoil swept 
through the world's capital 
markets recently. 

The mood was bullish. 
Truck sales were growing at 
an annual rate of 35 per cent 
and several manufacturers 
had decided to bring forward 
planned Investments to meet 
rising demand, based on 
what appeared to be stable, 
long-term economic growth. 

Suddenly, the future looks 
a lot less rosy. As Brazil’s 
stock markets plunged after 
the Asian collapse and fears 
grew of an attack on the Bra- 
zilian currency, the govern- 
ment responded with auster- 
ity measures. 

Hist, basic interest rates 
were doubled to more than 
40 per cent a year. When this 
foiled to calm financial mar- 
kets. the government hastily 
produced a $i8bn fiscal 
squeeze composed of spend- 
ing cuts and tax increases. 

The outlook for commer- 
cial vehicles now looks 
bleak. The Immediate effect 
of the squeeze has been to 
put much of the economy on 
hold as potential purchasers 


wait to see whether the mea- 
sures will be enough to see 
Brazil through the crisis. 

The government says it 
wants to cut interest rates 
again as soon as possible, 
but its ability to do so will 
depend an whether Congress 
gives speedy approval to its 
budget package, about a 
third of which requires 
endorsement 

“People are putting off 
decisions on whether to buy 
trucks pending a review of 
the interest rate position,” 
says Hans Hedlund, presi- 
dent of Scania’s Brazilian 
truck operation. “We haven’t 
cut production yet because 
we have a new truck coming 
on stream soon, but we are 
reviewing the position." 

Such a cut seems inevita- 
ble. Both Scanla’s main com- 
petitors in the heavy trucks 
market, Mercedes-Benz and 
Volvo, have production and 
investments under review. 

Volvo said sales fell by 30 
per cent in the first weeks of 
the crisis and reduced out- 
put by the same amount It 
dropped overtime and week- 
end working and doubled 
the year-end holiday period 
to 20 days. The company also 
put off until the end of the 
year a decision on whether 
to cut planned investments 
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of R$400m to modernise and 
expand its factory in Parana 
state. 

Mercedes-Benz said sales 
dropped by 40 per cent in the 
10 days after the Interest 
rate increase, and would 
decide this month whether 
to cut production. It spent 
570m this year on its truck 
plant in Sao Paulo state and 
plans to invest a further 
3470m in 1998-2001. 

General Motors says it will 
reduce production by 25 per 
cent. But it stuck to plans to 
begin producing its seven- 


tonne 7-U0 model in Brazil 
last month at a rate of 8,000 
a year instead of importing 
them from Japan as previ- 
ously. 

The stock market crisis 
came just as Brazil's bus and 
truck makers - Ford and 
Volkswagen make up the six 
big players - appeared to 
have turned the corner. 
Sales were up strongly this 
year for the first time since 
the government moved to 
slow economic growth after 
the inflation-beating reforms 
introduced in mid-1994. 


Few in the industry doubt 
that growth will return. Ris- 
ing levels of foreign direct 
investment, expected to 
reach $15bn this year, are 
one indication of Brazil’s 
medium-term potential 
When the upturn comes, 
however, will depend on a 
change of attitude in Con- 
gress, where for the past two 
years legislators have 
dragged their feet over fiscal 
reforms needed to underpin 
the government’s success in 
fighting inflat ion 
In this respect, the crisis 


has its positive side: spurred 
into action, the lower house 
of Congress finally approved 
a bill to reform the civil ser- 
vice on November 19, raising 
hopes that speedy endorse- 
ment of other reforms will 
follow. 

In the meantime, truck 
makers must tighten their 
belts. “Brazil will still be a 
very profitable market in the 
long term," says Mr Hedlund 
at Scania, “but much will 
depend on whether the econ- 
omy gets going again next 
year." 


Joint ventures provide road to success 


But east-west alliances have been slower to evolve than expected, says George Bennett 


EAST EUROPE 


Truck manufacturers in 
eastern Europe are entering 
alliances with western Euro- 
pean partners in order to 
compete with imported 
vehicles in their home mar- 
kets and to build vehicles fit 
for export 

The typical pattern is a 
joint venture company, in 
which the western partner 


provides high-value items 
such as engines and gear- 
boxes. In Belarus, for exam- 
ple, truck manufacturer Maz 
has just teamed up with 
MAN, Germany's second-big- 
gest truck producer, which 
will supply cabs, gearboxes 
and engines. 

In Russia, Gaz now has a 
licence from Steyr, of Aus- 
tria, to build engines, while 
in Romania, RomanDac is 
increasingly using engines 


From Varity Perkins. In 
Ukraine last year, truck- 
maker Kraz took 40 per cent 
of a joint venture agreement 
with Iveco, the commercial 
vehicle subsidiary of Fiat, 
under the name Motorsich. 
The Italian company also 
has a 33 per cent holding in 
Urulaz, in Russia, which 
uses Iveco engines and dri- 
veline components. 

These recent agreements 
underline the foot that sig- 
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nif leant western involve- 
ment in the east has been 
slower than was expected 
after the collapse of commu- 
nism. 

One of the first Into the 
east was Cummins, the US 
diesel engine manufacturer, 
which formed a joint ven- 
ture company with Kamaz, 
the Russian truck manufac- 
turing giant, in 1991. But 
demand slowed to a trickle 
in Russia's ensuing eco- 
nomic chaos. 

Paula Johnson, Cummins' 
business development man- 
ager for Europe, Africa and 
the Middle East, described 
the Kamaz deal as still dor- 
mant for lack of local pur- 
chasing power. 

Meanwhile, Cummins is 
working with a number of 
other manufacturers in east- 
ern Europe, including Skoda- 
Liaz in the Czech Republic. 

Engines, In particular, are 
being sourced from western 
Europe because they are 
expensive to develop, as are 
cabs and transmissions, and 
because it is doubtful 
whether eastern manufactur- 
ers yet have the expertise to 
meet even current EU emis- 
sions standards- Central and 
eastern European govern- 
ments have wanted to 
impose emissions standards 


to bring them into line 
with the EU, Ms Johnson 
says. 

Despite Initial setbacks, 
many companies are becom- 
ing more confident about 
Russia, she said, although so 
for one of the most reliable 
truck manufacturing territo- 
ries in eastern European has 
been Poland. 

Several western 'manufac- 
turers have their own assem- 
bly plants in Poland, includ- 
ing Volvo, which is 
currently b uilding around 
2,000 trucks a year In a facil- 
ity opened three years ago. 

The first reason for 
choosing Poland was stabil- 
ity, said Stefan Lorentzson. a 
Volvo spokesman: the sec- 
ond was its role as an impor- 
tant transit country between 
western Europe and Russia. 

MAN also has an assembly 
plant in Poland. One or its 
functions is to act as a 
potential bargaining tool 
with German trade unions, 
according to Gunther Dietz, 
MAN'S international sales 
and marketing director. 

Zasada, the Polish truck 
manufacturer, now has a 
joint venture agreement 
with Mercedes Benz to build 
buses and vans. 

While there is little sign of 
eastern European manufac- 


turers making an impact in 
western Europe markets, 
they are trying to export fur- 
ther afield. It is not so much 
the product as absence of 
marketing expertise which is 
the problem, according to 
Rod England, an automotive 
industry consultant who was 
formerly marketing director 
at ERF and LeylancL 

The vehicles themselves 
are not bad. he says, but the 
companies have lost the abil- 
ity to market products. 

The other problem is com- 
petition from used vehicles 
imparted from the west. 
Who is going to buy a Czech 
Tatra, when they can buy a 
secondhand Mercedes? 

Finally, most eastern 
European manufacturers 
were traditionally orientated 
towards supplying the Soviet 
Union, and although the 
terms of trade have changed, 
the market remains the 
same. As the Russian econ- 
omy gathers pace, so will the 
eastern European truck 
manufacturers. 

At Cummins. Ms Johnson 
says: “It's a bit like China 
and India; you've got to be 
there for IQ years, behind 
the scenes, before it starts to 
pay off. In eastern Europe, 
we’re halfway through that 
10-year process.” 
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US FraJghtways 


Low profile, but 
high success 


The names of its regional 
trucking subsidiaries - 
such as Reddaway and 
Holland - are familiar 
across North America. Yet 
few public companies have 
kept as low a profile as US 
Freightway a, one of the 
largest regional trucking 
companies, based just a 
stone's throw from 
Chicago's O’Hare airport. 

For years the group was 
better recognised as the US 
subsidiary of TNT, the 
Australian transportation 
group. After a troubled 
start on the US west coast, 
TNT Freightways - as it 
was then called - expanded 
on the back of 
de-regulation in the 
trucking industry. It made 
a series of acquisitions in 
the 1980s, adding Holland 
Motor Express in 1984, 
followed by Bestway, 
Dugan and Reddaway in 
1989. 

The break with the 
Australian parent came in 
1992. Grappling with a 
stretched balance sheet, 
TNT sold a 75 per cent 
stake in the US trucking 
business through an initial 
public offering, at 81950 a 
share, raising around 
8250m. The US company 
later bought the remainder 
of its parent’s stake. 

It changed its name to 
US Freightways last year 
in order to avoid confusion 
with the Australian 
company. 

Behind the self-effacing 
style lies a growth story. 

US Freightways 1 revenues, 
which barely topped 8500m 
in 1990, exceeded $1.3bn in 
1996. In March this year 
US Freightways replaced 
Conrail as one of the 20 
companies which make up 
the Dow Jones 
Transportation Average. 

Today its core business 
remains “less than load” 
(LTD shipments, and it 
ranks as number one in the 
regional trucking market 
(as opposed to long-haul or 
inter-regional)- Average 
line-hauls range between 
250 and 450 miles, 
depending on region. 

Hie five main trucking 
subsidiaries each cover 
different geographical 
areas and are backed up by 
almost 300 te rminals . 

There are just over 215,000 
employees, of whom almost 
two-thirds are drivers. 

This business accounted 
for more than 90 per cent 
of group revenues both last 
year and in the first nine 
months of 1997, when 
revenues reached $1.13bn. 


Bat it has not always 
been so smooth. Like most 
trucking companies, US 
Fre i g h t w ays suffered badly 
in the harsh winter of 
1996, when it operations 
were hit by a prolonged 
cold period, flooding in the 
Pacific north-west and ice 
storms in the south-east 

To compound the 
difficulties, a hike in diesel 
fori prices then squeezed 
margins. A slowdown in 
the economy, coupled with 
excess capacity in the LTL 
market also put pressure 
on profits. 

The net result was 
reflected in after-tax 
pro fit s of 8315m, down 
from 8335m in 1995. A 
$4m charge for 
re s truc tur ing at the Red 
Star subsidiary, which 
covers the north-east, 
compounded the financial 
squeeze. 

During the year, Dugan 
also absorbed the Transas 
business, a south-eastern 
carrier, while Reddaway 
and United merged their 
operations in the 
west-northwest 

But so for, the current 
year has been less 
traumatic. Prices have 
stabilised and, helped by a 
fairly settled economic 
environment in the US, 
most of the business units 
have improved market 
share. After-tax profits in 
the first nine months of 
1997 increased to 8415m, 
compared with 823.6m at 
the same stage a year 
earlier. 


US Freightways has also 
been pushing into the 
logistics business over the 
past seven years. It now 
runs a separate a contract 
logistics division - an 
industry which it sees 
tripling in size by the end 
of the decade. This new 
arm was bolstered lad: 
year by the acquisition of 
Chino, a California-based 
business which provided 
contract warehousing, 
operating around 15m 
square feet of space. 


Most recently, the 
Chicago-based company 
has bought Seko 
Worldwide, a freight 
forwarder, operating in the 
US and internationally - a 
move which the US group 
says should help boost 
expansion of its services 
next year. Seko’s annual 
revenues are around 8120 m 
a year. 
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Complete packages wanted 


Truck manufacturers are having to 
adapt to customers being more 
demanding. Jack Semple reports 


Truck manufacturers in 
Europe are striving to adjust 
to the needs of a fast-chang- 
ing market 

Large customers in the 
UK. and increasingly across 
cont in ental Europe, no lon- 
ger simply seek a fleet dis- 
count off the front end price 
of trucks - they want a com- 
plete package for anything 
from a short rental period to 
one of seven or more years. 

Large contract hire spe- 
cialists were providing these 
services, buying trucks in 
volume at very low prices 
and with their own mainte- 
nance arrangements. Manu- 
facturers feared that they 
would become the dominant 
force in the market, threat- 
ening both manufacturers' 
margins and the viability of 
their dealer networks. 

The truck builders have 
responded, with varying 
degrees of urgency and suc- 
cess. by starting contract- 
backed bank, finance and 
maintenance services in a 
bid to protect margins and 
their networks and to force 
close links with customers. 

Volvo set up Volvo Truck 
Finance in the UK a decade 
ago when it was the first to 
recognise that “design, 
build, sell” would not be 
enough in the future. 

That company, now 
renamed Volvo Contract Ser- 
vices in recognition of its 
diversification, has been a 
pioneer, by 2000 it will be 
managing 22,000 trucks in 
the UK and is likely to be 
offering total fleet resource 
management for large fleets, 
meeting peaks and troughs 
to order. The UK company 
has spawned similar finance 
units across western Europe 
and in the US. 

At Iveco, a key change has 
come this year with the deci- 
sion to integrate Fidis, a 
hitherto semi-autonomous 
financial services arm of the 
Fiat group, into the car and 
truck operational structure. 

Truck manufacturers now 
take the view that most cus- 
tomers want to buy the ser- 
vices of a truck, rather than 
the product. In the UK, 
Transport Development 
Group always bought out- 
right - until this year. For 
the current year it is acquir- 
ing most of its £15m- worth of 
trucks on operational lease 
for the first time. 

Roger Dye, group financial 
director, says that not only 


win leasing bring fixed costs 

of ownership, but competi- 
tion is so keen in terms of 
residual value guarantees 
(the fixed price for the truck 
at the end of the lease) that 
leasing is probably a more 
profitable option for TDG 
than ownership. 

John Lawson, at Salomon 
Brothers in London, says 
there are potential dangers 
in the truck companies' 
deepening Involvement in 
truck funding and residual 
values. 

There is, he says, a temp- 
tation to set a high residual 
value in order to move metal 
- the smaller the gap 
between the purchase price 
and the residual value, the 
mare competitive will be the 
weekly lease or rental 
charge made to the operator. 

In addition, retaining own- 
ership of the truck allows a 
manufacturer much greater 
influence on secondhand 
prices through the control of 
how, when and where used 
vehicles are let into the mar- 
ket. 

A slump in the heavy 
truck market, with a conse- 
quent fall in used truck 
prices, may be planned for 
and manageable; trucks win 
continue to earn revenue, so 
long as the operators survive 
in business. 

However, a prolonged 
recession could push some 
fleet customers into bank- 
ruptcy. The revenue from 
those trucks would dry up 
abruptly and the manufac- 
turers would be faced with 
having to sell in a market 
where no one wants to buy. 

“I would not suggest it is 
an accident waiting to hap- 
pen, but there is a risk, and 
the volatility of the market 
is an issue,” sayB Mr Law- 
son. The potential fall-out 
for a manufacturer would be 
significantly more painful 
than the battening down of 
production lines with which 
they are familiar in times of 
reduced demand for new 
trucks. 

There are ways of laying 
off risk, but it is impossible 
to tell, from the outside, 
what level of prudence is 
being employed by a truck 
company In setting residual 
values, Mr Lawson adds. 

The warning signs were 
visible in 1998, when the fail- 
ure of Daf, the Dutch manu- 
facturer, was laid squarely 
at the door of the financial 



Mnancing 

To rent a fleet, 
to buy, or mix? 

Companies have to consider many factors when 
acquiring their cars. John Griffiths investigates 
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The vehicle has been chosen: now for selecting the method of acquisition 
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services arm in the Nether- 
lands. It had been used to 
boost sales and misjudged 
the risk. The crisis came 
when the last in a series of 
recapitalisations failed. 

Every truck company in 
the business denies that it 
takes undue risks with its 
financial services/asset man- 
agement side in order to win 
fleet business and “move 
metal”. It does not always 
seem that way to customers, 
however. Residual values are 
a key battleground in the 
truck price war, they say. 

The development of added- 
value has had a big impact 
on truck dealer networks in 
the UK. As manufacturers 
seek to retain competitive 
advantage on costs they 


have often driven down 
hourly rates for mainte- 
nance work and on parts 
prices. The quid pro quo is 
intended to be increased vol- 
ume. 

At the same time, manu- 
facturers have increased the 
number of parts and service 
outlets so that operators do 
not have to take their trucks 
so far for servicing. 

A year ago it seemed that 
the manufacturers, in partic- 
ular Volvo, Scania and Mer- 
cedes-Benz, might succeed in 
driving the large contract 
hire and rental companies 
out of that market However, 
they have proved resilient 
and some now predict a 
comeback. The leading fun- 
ders, too, such as GE Capi- 


tal, Lombard and Forward 
Trust (part of HSBO, which 
has its own contract hire 
arm targeting major fleets, 
are said to be increasingly 
aggressive in their pricing. 
“The wheel is turning." says 
Mike Williams, chief execu- 
tive of Dawson group. 


In a rapidly-changing 
employment and economic 
climate businesses are con- 
cluding that there is no such 
thing as an “ideal" approach 
to acquiring cars for their 
executives. This is despite 
strident campaigns by the 
contract hire industry- to 
convince companies that 
this particular form of out- 
sourcing Is the solution to 
all problems of buying, own- 
ing and administering fleets. 

A large, cash-rich com- 
pany running a fleet of sev- 
eral hundred or thousand 
cars can opt to buy, manage 
and dispose of its own cars 
efficiently, using in-house 
management and the wide 
array of sophisticated fleet 
management computer soft- 
ware now available. 

Others, just as validly, are 
likely to opt for contract hir- 
ing their high-mileage, rela- 
tively low-value cars for 
salesmen and other essential 
users, while continuing to 
buy their executive - fre- 
quently “perk" - car fleet 
outright 

Just how varying the crite- 
ria can be for financing the 
company fleet was high- 
lighted this year in a study 
of the sector undertaken by 
UK remuneration advisers 
Alan Jones & Associates. 
The study of nearly 160 com- 
panies included a few of the 
thousands of smaller busi- 
nesses running fleets of 100 
cars or fewer, but concen- 
trated on larger concerns. 
The average turnover was 
more than £500 m, and a 
cross-section included the. 
Automobile Association, 
Burmah Castro! . Dixons, the 
electrical retailer. Motorola. 
RTZ and Tesco. the UK 
supermarkets group. 

It showed that 52 per cent 
of companies use contract 
hire, but more more than 40 
per cent still opt for outright 


purchase - and a number of 
the companies questioned 
use both methods. 

Ii is these two approaches 
which dominate; other vari- 
ants. after sometimes brief 
bursts uf popularity, arc 
becoming marginal. Finance 
leases. Alan Jones found, 
still had Mime attraction for 
around 1 1 per cenl or compa- 
nies surveyed. But contract 
purchase. lease purchase 
and the traditional hire pur 
chase are used only at the 
margins. 

Being cosh-rich is an obvi- 
ous reason for outright pur- 
chase. as was openly 
acknowledged by the compa- 
nies questioned. But their 
most widely-quoted reason 
was the total control exercis- 
able over the fleet. Add in 
some of the additional rea- 
sons quoted for buying out- 
right. not least irritation at 
what is described as “niggly" 
on-costs incurred in contract 
hire and leasing, and it can 
be seen that contract hire 
still has some way to go 
before it can claim domina- 
tion of the company car sec- 
tor. However, it can draw 
some satisfaction from tbc 
Alan Jones research in that, 
having experienced contract 
hire. 94.5 per cent of the 
companies said they would 
recommend the contract hire 
agencies they' used. 

David Atkins, editor nf the 
annual Monks Partnership 
survey of company car pol- 
icy, which conducts its own 
research among a similar 
spread of companies, agrees 
that “more companies are 
now using mixed methods of 
acquisition, for instance 
leasing the bulk of the fleet 
and outright purchasing a 
small number of high-value 
cars for the most senior 
staff". 

Not all the research pro- 
vides consensus on trends. 




however. Another of the 
large annual surveys under- 
taken, by Tolley Dial, con- 
cludes that more than GO per 
cent of cum puny cars are 
bought outright, with less 
then :iu per cent on contract 
hire. Again, however, the 
research indicates that many 
companies use a mix of both, 
wnh executive sector cars 
mure likely to he purchased. 

It is among companies 
with an increasing presence 
across Europe, however, that 
the contract hire anil leasing 
sector can look for some uf 
its best growth prospects, 
even within the executive 
car sector. Few companies 
will not be tempted to lake 
advantage of the trend 
among large specialist con- 
tract hire ,uid leasing groups 
such as Cnwie inter leasing 
and HSBC -owned Swan 
National to set up EU-wide 
operations, sometimes using 
local partners with speci- 
alised knowledge of their 
national markets. 

Fur many cuminnies with 
a significant presence in a 
numlier of EU markets, the 
“hassle" factor In seeking 
efficiently to buy. operate 
and dispose of a wide mix of 
cars throughout a region 
with still widely-varying 
national car market charac- 
teristics is beginning to 
appear greater than the loss 
of day-to-day control Implicit 
in moving to a EU-wide con- 
tract hire scheme. 

“National differences 
within the EU are not going 
to disappear; doing business 
in Spain or Greece will 
always be in contrast to 
doing business in Sweden or 
Germany." according to 
Vahid Daemi. managing 
director of the UK subsidiary 
of Lease Plan, a leasing and 
contract hire group already 
operating in 17 European 
countries. 


Leaving the hassle behind 


Tax has made company cars less attractive, but 
they still have strong support, says John Griffiths 


The leasing of company cars 
is big business. Of the 3m 
company cars on UK roads 
today, the British Vehicle 
Rental and Leasing Associa- 
tion estimates that 1 . 2 m are 
either on contract hire or 
some other form, of leasing 
or specialist fleet manage- 
ment. 

The overall size of the 
business fleet has enjoyed 
steady growth, confounding 
sceptics who suggested that, 
particularly for executives 
receiving their cars as a 
“perk" and part of their 
remuneration package, the 
popularity of the company 
car would decline as its -tax 
treatment became, over the 
years, less lenient. 

Neither an increasingly 
severe taxation regime nor 
the offer of cash allowances 
as ait alternative has 
brought decline. 

“What these industry 
observers foiled to consider 
before making their pro- 
nouncements," says the 
BVRLA, “is the benefit and 
importance of hassle-free 
motoring. Employees place a 
significant value on their 
ability to hand over all their 
car-reJated problems and 
responsibilities to a special- 
ist third party.” 

The attractions in the UK 
of contract hire in particular 
have strengthened this year. 
Partly this is the result of 
rentals having been held 
down by the one-off benefit 
brought about by VAT 
changes, under which lessor 
companies can now reclaim 
the VAT they pay on their 
car purchases and pass on 
savings to customers. Partly, 
too, rentals are being kept 
down, by fierce competition 
in the servicing and repair 
sector. Maintenance costs 
have actually fallen, 

Peter Walker, press head 
of the financial services divi- 
sion of BMW (GBX says a 


large majority of the record 
65,000 cars the company 
expects to sell in the UK this 
year will have been acquired 
through contract hire. 

“Apart from the lack of 
hassle for executives 
throu gh having no adminis- 
tration costs or worries, 
there's no depreciation to 
worry about and no unex- 
pected repair costs. It has to 
be a serious consideration if 
the employing company is 
VAT-registered." 

Mr Walker believes that 
changes to the UK company 
car taxation system expected 
to be announced by Gordon 
Brown, the chancellor of the 
exchequer, in his next bud- 
get in the spring will also 
Increase business for the 
contract hire and leasing 
sector - but from executives 
♦■airing up fhe cash alterna- 
tive to the company car 
increasingly being offered to 
executives. 

Mr Brown is expected to 
announce changes disco nr - 
agin g the private use of com- 
pany cars through a system 
which would increase the 
tax bill according to the 
amount of private use of the 
car rather than, as is the 
case now, providing two lev- 
els of tax discount for those 
covering higher business 
mileages. 

Executives seeking to 
escape the new system will 
still want to enjoy the lack 
of "hassle” enjoyed during 
their company motoring, 
says Mr Walker. So even 
while unable to enjoy any 
VAT benefit, many are likely 
to want to take out personal 
contracts providing the same 
level of service as a company 
contract hire package. 

Under the current tax 
regime, the take-up of the 
cash alternative has been 
low - typically well under 10 
per cent of executives within 
those companies offering it. 


“so the process Is only just 
starting”, says Mr Walker. 
“But if Mr Brown really does 
hit the company car harder 
then there may be signifi- 
cant Change." 

Far from condemning such 
change, even some of the 
biggest names in the con- 
tract hire and leasing indus- 
try are- saying that they wel- 
come it; that it may be long 
overdue; and, not least, 
acknowledging that the cur- 
rent system has been both 
open to abuse and has 
adverse effects on the envi- 
ronment. 

Under current company 
car taxation, the 35 per cent 
of a car's list price on which 
company car drivers must 
pay tax each year is reduced 
by one-third if the year's 
business mileage exceeds 
2,500 and by a further one- 
third if business miles rise 
above 18 , 000 . 

“That makes little sense in 
environmental terms as it 
encourages the company car 
driver to bump up business 
mileage in order to qualify 
for the tax breaks and qual- 
ify for lower charges,” says 
Ian Goswell, executive direc- 
tor of Barclays Bank’s Dial 
Contracts vehicle finance 
and fleet management sub- 
sidiary, which manages 

45.000 cars and finances 

49.000 in the UK.' 

. “We feel the changes 
should reward drivers for 
using their cars with consid- 
eration for the environment; 
discourage them from select- 
ing bigger and prestigious, 
but less efficient, cars; help 
to reduce an organisation's 
cost base; and discourage- 
unnecessary travel to meet- 
ings when perhaps technol- 
ogy could be used instead." 

Dial and other leading 
players are already prepar- 
ing for what they expect to 
be a significant shift in the 
structure of the business. 


developing company-assisted 
purchase schemes (CAPS). 

Under the scheme Dial 
plans to introduce early next 
year. Individual executives 
will be able to contract hire 
cars using cash allowances 
granted in lieu of the com- 
pany car. The advantage for 
drivers, claims Mr Goswell, 
is that they escape the com- 
pany car taxation net. can 
receive sound advice on the 
most appropriate car for 
their needs, and benefit from 
the market muscle that lead- 
ing lease companies such as 
Dial can exert in both buy- 
ing cars and contracting 
their repair and mainte- 
nance. 

Companies should find 
such schemes working in 
their favour os well, says Mr 
GoswelL “The employer can 
still offer access to a recom- 
mended car acquisition 
scheme as part of the remu- 
neration package, thus keep- 
ing the organisation compet- 
itive in the recruitment and 
retention of staff... but the 
company can stipulate that 
certain manufacturers, mod- 
els and colours deemed inap- 
propriate would not be avail- 
able within the scheme, thus 
guarding, to a degree, the 
corporate image and ensur- 
ing that the car awarded as 
part of the remuneration 
package remains in accor- 
dance with the grade of man- 
agement-” 

Dial expects individual 
drivers taking up the scheme 
to account for 30 per cent of 
its customer base over the 
next five to eight years. 

New entrants are being 
encouraged into the field, 
among them Paragon Car 
Finance, a Paragon finance 
group subsidiary now rank- 
ing Ron Young, the former 
Finance and Leasing Associ- 
ation chairman, among its 
directors. Paragon is taking 
a more inclusive approach 
than Dial, however, includ- 
ing both used and “classic" 
cars as options for execu- 
tives taking the alterna- 

tive. 




Therefore, well-located junctions and 
constant innovation of loading systems are 
of capital importance for being successful. 

MERCURIO TOASPORT7 INTEWAZIONAU, 
| leading company of a group which operates out 
of Italy, France, Pbland, mtugei and Spain, 
offers a qualified structure where synergies 
of men, means and experience are targeted 
exclusively to the transport of vehicles. 
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City ‘village’ cuts the flab 


Haig Simonian takes a look at pioneering schemes to sell cars 
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Having axed production 
costs and squeezed suppliers, 
carmakers have turned to 
distribution and retailing as 
the last big areas to fi ght the 
flab. 

Manufacturers' initiatives 
have ranged from improving 
logistics by rationalising 
regional stockpiles to bring- 
ing dealers on-line to accel- 
erate delivery times. How- 
ever, Italy has recently 
emerged as the guinea pig 
for two pioneering schemes 
which could change the face 
of selling cars in Europe. 

Rover has used its highly 
successful Italian subsidiary 
to experiment with a new 
style of dealership. The com- 
pany's new “Rover Villages” 
are an extension of the Land 
Rover Centre concept devel- 
oped In the US In recent 
years. 

The Rover Villages - the 
first of which opened near 
Rome earlier this year - 
combine a US-style Land 
Rover Centre with other fea- 
tures. The obvious elements 
include a Rover showroom 
and a Land Rover test track. 
But less traditional features 
Include a theatre, library, 
display of vintage Rover 
products and even a “tradi- 
tional English” pub. 

Humbert Car cel, spokes- 
man for Rover Italy, says: 
“Our aim Is to make the 
experience of buying a car 
pleasurable and comfort- 
able.” Further plans Include 
setting up an F.n g ij a h lan- 
guage school on site. 

Rover is playing on a safe 
wicket. Italy has become its 
biggest export market, with 
sales of more than 53,000 
vehicles in the first 10 
months of this year - up 56 
per cent on the correspond- 
ing period last year. The big 
improvement has come 
through eliminating smaller 
and more mar ginal outlets. 
Surviving dealers have been 
encouraged to invest in their 
premises, while sales have 
been boosted by the group’s 
overall product-led revival. 

Italy is a particularly 
strong market for four-wheel 
drive vehicles, buoyed by 
Land Rover's growing sales 
to the carabinieri, armed 
forces and other state bodies. 


But Rover’s clubby “wood 
and leather" image also 
appeals to Italian buyers try- 
ing to adopt a fashionable 
“English” look. Although 
not cheap, the brand has 
also been lifted by very com- 
petitive pricing. 

But these attractions 
underestimates the scale of 
Rover’s Italian success. The 
company expects to sell 
more than 63,000 cars this 
year, giving it a record Ital- 
ian market share of 2.7 per 
cent and confirming its posi- 
tion as Rover's biggest 
export market. Sales have 
grown from L480bn in 1993 
to an expected LLGOObn this 
year, says Salvatore Pistola, 
head of Rover Italy. 

The increase will come in 
spite of spuming incentives. 
Sales of new cars in Italy 
have soared this year on the 
back of the government's car 
scrappage scheme, Like simi- 
lar programmes in France 
and Spain, the system, oper- 
ates by offering drivers a big 
government incentive when 
trading in an old vehicle. 

The government money 
has to be matched by the 
carmaker. Bat Rover has 
preferred to avoid Incen- 
tives. “We don't want to get 
into discounting", says Mr 
Pistola. Individual dealers, 
however, can offer incen- 
tives if they wish. 

Meanwhile, Mercedes-Benz 
has turned to Italy for a dif- 
ferent, but equally innova- 
tive, retailing ruse. The com- 
pany is setting up a chain of 
city-centre mini-showrooms 
to showcase its products. 

Originally launched to 
coincide with the arrival of 
the new A Class small hatch- 
back, the project has gone 
ahead in spite of the 
vehicle’s postponed launch 
on safety grounds. The cen- 
tres, staffed and financed by 
local dealers, are intended to 
spotlight a range of Merced- 
es-Benz products, including 
“lifestyle" items such os Ital- 
ian-designed clothing and 
accessories. “We're trying to 
move away from sterile 
showrooms in toe suburbs to 
something right in the heart 
of the city,” says Jochen 
Prange, president of Merced- 
es-Benz Italy. 


The outlets, which have an 
area of between 150 and 200 
square metres, are all rela- 
tively small and can hold 
only one car. “But that is 
not the point," says Mr 
Prange. "The centres are 
intended to serve as meeting 
points, where people can just 
drop In, and where we'll 
have a chance to tell them 
about the world or Mercedes- 
Benz.” The outlets will also 
include videos showing Mer- 
cedes-Benz's role in Formula 
One racing through the 
McLaren team and displays 
of the company's automotive 
technology. Each outlet will 
be able to take orders for 
cars through a direct audio 
and video link to a local 
dealership. 

The idea for the centres 
was dreamed up by toe Ital- 
ian subsidiary, but is being 
watched very closely at 
group headquarters in Stutt- 
gart. says Mr Prange. 

“The A Class showed us 
we bad to reach a new level 
of customer,” he says. The 
concept had to be approved 
by the entire Mercedes-Benz 
board. “Of course, they’re all 
very curious to see what will 
happen.” 

The first of the “MB 
Spats” opened in Milan in 
mid-October. Located in the 
heart of the Galleria, Mer- 
cedes-Benz could hardly 
have chosen a more presti- 


gious location. Further open- 
ings, concentrated in 
■wealthy northern Italy, 
should take the total to 12 by 
year-end. Mercedes-Benz 
says tbe plan has gone 
ahead smoothly, in spite of 
the A Class’s much-publi- 
cised problems. But the car's 
delayed introduction Is 
likely to damage the Italian 
initiative at least financially. 
Although the MB Spots are 
relatively small, their up- 
market locations means 
rents are sky-high. 

Mr Prange says the total 
investment in each “Spot" 
will be about L600m - exclu- 
ding rent. Mercedes-Benz Is 
indirectly helping to fund 
the scheme by offering par- 
ticipating dealers extra mar- 
gins on their A Class sales. 
Tm quite sure It will pay 
for itself." he says. 

Both the Rover and the 
Mercedes-Benz ventures 
high li gh t how car companies 
are trying to lure customers 
into their showrooms and 
create stronger brand 
loyalties at a time of 
growing competition. The 
fact that both chose Italy 
reflects the country’s 
commercial importance for 
both brands. But it also s ays 
something about the 
country's general receptivity 
to new ideas, suggests Mr 
Prange. “Maybe the 
atmosphere is better here." 
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SURVEYS PROGRAMME AND INDEX 


For a copy of the latest SURVEY PROGRAMME or an 
INDEX OF PAST SURVEYS, please use the FT Surveys 

Fax-U-Back service. 


The fax numbers to call are: 444 (0)990 209 908 
(programme) +44 (0)990 209 907 (index) 

For callers outside the UK, the numbers to call are: 
+44 (0)990 209 908 (programme) 

+44 (0)990 209 907 (index) 


Technical note: Fax should be in 'polling mode 1 , if you have 
a handset on your fax machine, dial toe Fax-U-Back 
number and press 'atari' when instructed. Alternatively, the 
number can be dialled direct from toe fax keyboard, 
followed by 'start'. 

If you have problems using this service, please can +44 
^1)171 873 4378. Callers from outside toe UK should dial: 
+44 (0)171 873 4378 
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